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‘ ' ' PREFACE

The dmmense complexity of the American system of education and the
diverse but critical functions it serves in American sceiety makes it
impossibla for any single effort to capture eiﬁher its iwmpect or failures
in a comprehensive wvay., In addition, the close relationship between

educational practice and social behavior complicates any effort to

examine any single aspect of the system in isolation. 7Thus, while the

-
.

purpose of this’study was to concentrate on the problems surrounding
L 4
the obtaining and using of resources in education, we felt it necessary

to present our analysis in some larger framevork., At the same tinme,
the magnitude and complexity of the issues involved forced us to over-

look some factors while concentrating on pthers.

>

Th: decisions regarding the factors upon which we ultimately con-

Fy

th

o

centrated were tempered considerably by our understanding o crigis

in.Amcricén education and perhaps more importantly, by what ve saw as
the desirable direction for change. Hence, we feel it is expedient
to preface this study with a very.brief statement of our views on the
directions for change, not only as necessary background for the
reader, but as-an apology for some of the otherwise important issues
vhich ve failed to consider. In broad terms, we see the desirable

direction for change involving three fundamental developments:

(1) A significant expansion in the federal finagpingﬁgﬁ.

f IR SRR RS S

education. This expansion is a necessary step in achieving tax

e
efficiency and equity and in achieving the goal of the equzlization

of educational opportunity. The increased mobility of the United

‘ Statcs population, the striking gap in national education research,

ERIC o ,
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aﬁd the growing urgency for equaliry of uppbrLunity al) require this

. cxpnndcd effort. Without this expansion there is convincing evidence
that the level and quality of education will be less than the so;ially
desirable amount.

(2) The administration and control of the schoel musL be _increas-

———— - - -t g e v 84 e e et

ingly localized and decentralized. Such a development is not only
e .

- -y

- e -

necessary ingredient for cultural pluralism, but the increased inter-

ey g

action of parents, teachers and students can provide a basis for

.

adaptability to individual educaticnal needs and demands, We feel

strongly that this will also increase the willingness to financially
support an expanded educational effort. The reliance of socicty .on

the education  system for cultural homegenization may have been

uvseful historically, but a monolithic culturc is now neither desirable

' nor posqxble. We recognize the overvhelming difficulties in develop-
T ’

ing a sense of community in the modern urbanized society. This is,
however, a vital social development and an education system character-
ized by Public School 491 cannot possibly foster this spirit.

(3) (Genters for education résearch, training, innovation,.and

information on 4 regional basis must be developed and a mechanism
g LN e 8
for comaunication between the inventors and developers of improved

cducation technology must be fostered. This development is necessary

not only because of the significant underinvestwent in education

research and the spillovers associated with it, but because a commit-

.
N
O

. . o e .
ment to expertise in education™ R & D may hclp to avoid the pendulum

LU n,

like “fads" which have characterized Jnnovallon in. education. The
. . . 2 . .
process of basic improvements in educations” technology will require
' a long run commitment. JIndeed, the low pay—off associated with nmuch

current education rescarch can be attributed in significant neasure

’

O
[:Rdf:abdoncc of these investments in the past, Thus, a curvent dollar
P oo . :
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cal investments bave generatod a substontial hnowledpe base, and this

complete legacy can be an inpuc with cach new dollar dnvested.  The
incrcased role that education must play in the structuring of an
individual, social, and physical envirenment which facilitates a high
quality of life will requirc a wmore adaptable and sensitive educational
process.

There are, of course, many factors rclétcd to the above concern
which time constraints kepg us from considering. Several important
ones include.,a wore complete consideration of the role of higher
education in the process described above and a more complete analysis
of the¢ nature ané source of the tax rcvenucs necessary to achieve
wvhat we conceive as the goals of the education systam. These issues
wiil, of course, require further consideration.

In conclusion, we feel some urgency in pointing to some basic
concerns that emerged out of our reviews of the literature and our

conception of the potential impact of the National Tnstitute of

Education. In brief, we arc concerned that hasty pursuit of
. p—— —

e

“"equality of educational opportunity" or even worse, output may

lead to a2 reduction in realizced equaliicy. This might occur

e e raretmsn S st onmaatl
because overzealous cfforts to do this in the public sector may

lead to reduced support for public education and a substitution of
privgte;education. A more appropriate immediate goal in our opinion
is the equalization of inpute (in dollar terms). Secondly, we feel
one of the mujof threats to centinued success in education is the
.

"more is better" syndrome. This approach in the past is in some.
important way respousible for the curfent backlash to épcnding for
education. "Hofc" must be conbined with efforts at more efficient

#llocation. Finally, a factor mentioncd above dis that the

Aruitoxt provided by Eic: .
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cuphasis and expenditure on "programns’ versus "rescarcen,' scems wmis-
‘ placed. This aced wvot be so 17 cach program is {inanced in a way so
that adequate learning can take place frem the experimental effort.
- In short, the wost significant gop we sce in the knowledge industry
is in the knowledge regarding the learning process itsclf, ailure
to invest in this area will clearly make the pay off from any cother
efforts significantly less .than vhat is potentially possible in the

long~run.

O
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Obtaining and Using Revenues

"0n

‘he Overview of the Crisis

. . ) Abstract

: American education is in the midst of a financial crisis pavticularly

[ 1]

"a turning point", or a crucial time. The

if “erisis" is taken to .mean
outceme of this crisis will clearly have bhroad and important social impli-
cations., A careful examination of the performance of the educational
indusfry over the last several decades, however, reveals signs of very
striking success. Tor ezample: (1) there has been a marked increase in

the number of students educated at all levels; (2) the retenticn of students
by the schools has improvcd.significantly; (3) there is some evidence that

the quality of instruction has improved; (4) the average collepe and profes-

sional training of teacher and administrative inputs has improved; (5) educa-

tion has made cnormous contributions to national growth and individual
productivity;’ (6) education has contributed in a major way to the reduction

educe-

rr
—
o7
w0

of poverty, Even an examination of the most recent goals set for
tion industry reveals that expectations have been realized or surpassed.

If these achicevements are lost sight of, numerous mvths reparding the

-"failure" of the schools will lead to misguided change.
Yet mo one will deny that in the face of these remarkeble achievements

the education system is in the midst of a severe crisis. The signs

are widespread and the desire for change is being reflected in nuimerous

ways, For example, in the marked reduction in wnublic school bond clccticns
approved, increased disruption by students, the resistunce of state

legislaturcs to the rising cost of education, increascd teachergmilitary

and parental concern and revolt. An attempt is made in the report to dezl

ERIC .
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with the question of vhat factors explainthis paradox of erisis in thu

‘c.- of success.

While the factors contributing to the crisis are nunerous and couplex

we belleve the major influences include the following: (1) the cducation

sector has been technolopically nonprogressive. This results from: ()

inadequate expeditures on ceducational research and dévelopqcnt (h)
inadgquntc or miSplaccd‘inccntives for innovation (c) a failure to integrate
the developmental aspects of innnﬁatinn vithin the setting of the educaticna]
processy and {(d) the fact that the service sector generally is resistant
to technical progress. ’

{23 ?hc cducation sector by relving héavily on the propertv tax is
faced with special problgms. These problewms nccur in part because (a)
the obscure nature of the product of education as compared with the nroduct
' the private scctor, ;'Jnd the tax itself generates resistance to
property tax increases to finance education; (b) the nature of the propert:
s .

tax distorts efficicncy in the cconony; (¢) the property tax results in

(-2t

'véfy unequal gax purdens and this creates a feeling of anairness; (@)
the tax is difficult ﬁnd costly to administer; (e) it results in revenue
increasing more slowly than education demands (it is inelastic) and

(f) it fzlls most heavily on the poor (is regrcssives.

(3) The decision process in cducation does not allocate resources
in accordance with educational needs. This occurs in part hecause (a) the

conflicting pressures for ‘centralization and decentralization have resulted

in an incefficient hodgepodpe of professional, local and state control of

cducation; (b) consolidation of school districts has created in many districts 2

menopolistic cducational burcaucracy, and perliaps encouragad the development
'milit:mt unionsy (¢) a complex set of state laws and administrative
o .

ERIC
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:prucfices make the elected (or uppointcd) publiec representation vowerless
o affueet the svaten,
S

{(4) the product of ?ducation has taken on new neanings in the affluen
ébciaty. Some-of the consideration here include (a) an increased emphasi
on the "quality" of education; (b) the developrent of a vouth culture; (o)
the expanded time available for leisure requiring important ad justrents
in e¢ducation; and (d) the increased resistance to using the school as a
“'social melting pot". All of the above may complicate increasing
resoarces available to educatiom in the future.

1t is - argued finally that some important aspects of the crisis have
been generatued by the immense success of the education industrv and that
fali].m‘e to understand this may lead to misguided efforts at chanpe. In
pafticular (2) the intense demands for iwmprovements in quality arise
naturally from more highly educated parents; () Ehfmhiﬁhnffffiﬁfgﬁgf

!!ving made possible in part throush increased education reouives

——— B e R T o)

e = ot g e e S TN
- e ..

some adaptation in curriculun; and {c) the success of consolidation efforts

BUPPRRE
N

may have contributed to the burcaucratization of the schools. TFinally,
all of the above must be used as a framework through which te view the

sroposals: for change.
g
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OBFAINLRG AND USING RESOQURCES IN EDUCATION
(‘.

’ -

"'J'hv Caradox of "Crisis" in the Face of Success, - - °

The dictionary defines crisis as "a turning point in the course

. of anything; a decisive or crucial time...a crucial sjtuation...whose
. P . . nl
outcome decides whoerher possible bad consequences will follow...,
and in thesc terms tbcrc_is widcspfoad acceptance that American
education is in the midst of a crisis. There is, however, some
difference of.opinion fegardiﬁg the exact naturé of the crisis as well
as what outcomes are required to avoid the "pqssib]c bad conscquences."
Indeed, numerous volumes have appeared in the last few years exanining
and documonting various aspects of the crisis, but any attempt to
weigh alternative directives for change wmust be placed in the context
of the broader forces which have brought us to the turniﬁg point and
vhich now necessitate change.

While we have limited our concern in this report to the majqr
factors surroundiny the problems of financing public education in
general and the taxpayérs' fecent stiffened resistance to financiag
education in particular, we recognize that this financial crisis in
education is but one part of a larger complex social reality perplex-
ing the total fabric of American society. Hence, we will try to
outline in a broader frameworl those forces producing the finantial

.. a

crisis in education. *Some understanding of these forces is important

to the consideration of any proposed change in the educational system,
This framework is then used as a basis for some specific programs

which ve feel will move the education  system in the direction of

purposive change,

Q. l\-.'cbstur':; lew Word ﬁiutionury, College Bdition (1969).
ERIC
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A.  The Evidence of Succoss

Auyone who examines the performance of thé cducation industry,
defined as the schools, colleges, universities, and public and private
organizations for Iorngl cducation, in the Upitcd States over some
1ong.period of time, must be ﬁost impressed with its success on almost

any criteria sociely deems important,

M4
1. Inczca,Ld numbers of thc popu]atlun educated at all levels /ﬁipiwk”“,o

At thc turn of the cenLuzy there were apprO\uwato]ffla.. nillion

young people cnro}lcd in clementary and secondary schools in the Unitec

f‘ ’”
States (about 7¢° percent of the school age population), but by 1968,
. £ _ ‘
43.9 million youth were being cducated in elementary and sccondary
sclicols (about 85 percent of the school age population). Not only
did the number and percent of the population being cducated cexpand,
. but the amount of education provided to each student expanded signi-
: ficantly. Thus, in 1900, only about 15.percent of the scheol age
population who fJanhod elementary school praduated from high school
aff"““
(12 ycars of education), while in 1968 -69 almost 80 percent graduated.
The expansion in college enrollment is even wore striking. (The
. . ptif R : ’ . -
reader will find thgs® data in Tables 1, 2, and 3 in the Statistical
Appendix.)

2. The quality of education provided has improved significantly.
. )

With this recmarkable increase in the population served,\i}liter-
. e —— it

acy rates._fetXI™to only about 2 percent of the population in 1970, and

ey

other measures of student ability show remarkable improvement., (See

Table 4 in Statistical Appendix.) Yor example, scores on tests

. designed to measure the "peneral learning ability' or''verbal intelli-
genee"” for a sample of draftees markedly incressed from Vorld War 1

Q@ » World VWar II.Z .
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3. Jwprovements in education have made significant contyibutions to
. national prowth and producitivity, ' ’

Num. rous studies have also demonstrated that these remarkable

- achicevements in the cducation industry contributed in a very
significant way to the.growth and producLivity of the United States
economy. Thus, for examﬁle, a majdr study b§ E. F. Denison estimated
tvat from 1929 to 1957, 21 percent of the gr;wth in rcai national
income per person cvpldycd wvas attributable to the greater education
of the labor force, while anothér 36 percent was‘attributable to the
";lcivalllucr i '!-‘:.-.»(;wledgc.":i'

An alternative way of examining the contribution of education
tc national growth and to the increase in the st~andard of living is
to think of educatien as an investment which increases tile carning

. potential of indiyédual.‘&. A‘lar.ge‘ number of studies demonstrate

: 4
that conservative estimates of these returns are:

Elementary Edusation 35 percent per annum
fiigh School Education 15 percent per annum
College Education 10 percent per annum

3 nl

E. F. Denison, The Sovurces of Econoemiec Growth and the Alternatives
Before Us, Supplomentary Papey So. 13, Committee for Econmomic Dzvelop-
ment, few York, January 1962. For a critical review of Denison, see
M. J. Bowman, -"Sclhiultz) Denison, and the Contribution of 'fds' to
National Income Crowth! Journal of Political Fconowv, Uctober 1964,
pp. 450-65, :

['A Yarge number of rescuarchers have cestimated the returns to
cducation, and the results are quite consistent. Some of the best
studies include the following: H. P. Miller, "Annual and Lifctire
Income in Relation to Nducaticn: 1939-59," Aierican Ecoronzic Peview,
Decenber 1960, pp. 902-87; G. S. Becker, Human Cavnital., . ‘heoriticsl
. and Empirjceal Analvsis, with Special Refercnce to hducation. Princeten,

N. J.: Princeton University Pross, 1964, pp. 1875 B. A. Veisbrod,

"Educaricen aud Investwment in Human Capital," Journal of Veolitical

Eeonomy, Suppl., October 1962, pp. 106-24; W, Lee Hansen, "Total and -

O vate Rates of Retwvrn to Investment in Schooling,' Jeournal of Politieal
ERICmony, 81, Aprit 1963, pp. 126-41,
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A way of interpreting these findings is to compare the returns from N
education to other investment opportunitics in the society. 1o these ~}) LA ;}ﬁ v

>
] » .« 3 ‘
terms education has clearly been a profitable investment. VWhile A
W o
several more recent examinations of the roeturns to education have éﬁ;;yﬁl '
maintained thar the above results attribute to education, income gains
which might be explained more appropriately by ability, family connec-
tions, or social class; when more refined data have been uscd to "hold

the effect of these variables constant"” increased education is still

. . . . . 5 .
associated with higher carning capability. The returns to education

investment opnortunities in the private sector. - Furthermore, the
returns to cducation surpass by many times,a large number of other

. . 6 _
government invesinment programs. o~

It dis also interesting to note that although there have been .
substantial increases in the absolute nuxber of people and the
percent of the population educated, the rates of return to education

. A N A . .

have not declined significantly. Ihis suggests that ceducation has

remained a highly wvorthwhile investment when both costs and benefits

are considaered.

5For the discussipgn of this problem and attempts to deal with

this see: J. N. Horgan, M. M. David, "Education and Tncouec,'" Quarter]:
Journal of liconemics, August 1963, pp. 423-38; L. Hianoch, "An lLcononic
Analysis of Larnings and Schiooling," pp. 310-330; and lerbert Cintis,
"Education, Technology, and the Characteristics of Worker Productiviiy,
Papers and Proceedings, Amnerican Leonomic Review (May 1971).

Thus, for exawple, the rates of returns on numerous danm projects
have been less than 5 percent while the returns to elowmentary vducation
arc botween 5 and 10 times as high. Thesce results are supscestive of o

oty
significant underinvestment in education.

o 7Suc, for cxample, J. N. Morgan and M. 1. David. pp. 423-38.

RIC
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4. Increased cducation has also significantly contributed to the
reduction of poverty in the United States.

The expanded effort in the cducation sector is also associated
vith significant dvc]gnus i the extent of poverty in the United States.
Indeed, in the last four decades, over half gf the population of the
country moved significantly beyond the poverty line and several studies
have documented the important role played by increcased levels of edu-
cation in tﬁis process.8 ;xpanded efforts have also been made in the
recent decade lto increase thg cducation scrvicés to the poor and
disadvantaged. Thus, for example, the number of people Comp]etiné
training and obtaining employment under the Manpower-Development and
fraining Act increased over sevenfold between 1563 and 1968. Almost

a fivefold increase occurred in programs for the emotionally and

socially maladjusted, the mentally retarded, the visually handiéappcd,

‘ etcetera, between 1947 and 1966. (See Tables 5, 6, and 7 in tue

e

Statistical Appendix.) Carcful research efforts have demonstratéd
that benefits to these programs, even if consérvatively estimated,
range from four to fifteen times the cost.

In aggregate terms, there cﬁn Be no doubt that these expanded
efforts have increased the productivity of the poor. Thus, the
inérensed training and cducation have contributed to a reduction
in the extent-of pOVﬁrEy in the United States. Between 1947 and

’

“See L. C. Thurow, "The Causes of Poverty," Quarterly Journa
of Yconomics, February 1967, pp. 39-57; T. W. Schultz, “Public

Approzches Lo Minimize Poverty," Poverty Amid Afflueace, ed. L. Fishman
k 1 - d
New laven, Conns:  Yale University Press, Y606, pp. 165-¢1; T
ALY 2 Y i
"Investing in Poor People,' American Lconomic Reviow, May
20: R, A, Wekstra, "Some Additional bLvidence con dducation and
3 3 1)
participation in the Labor Force," MHestern Feonomic Journanl, June 1967,

Ip. 288-93,

-

ud o
2
=N
o

y 9., - - . . .
E T(j For example, see Thomas Ribich, MEducation and Peverty, Fashingtesn,
o -+ Prookings Institution, 1971,
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1969 the number of poor families fell by almost 50 percent, and the

.pcrccmt of all familicg in poverty declined from 24.4 percent to 9.3

ERI

pcrceut.lo ’

5. The quantity and quality of resources allocated to education have
increased significantly. '

0f course the achievements degcribed above have réquircd an
e¥panded qﬁuntity and quality of resources devoted to the education
effort. - It mus t bé roted here, however, that tﬁis improvement is
itself a tribute to the ecducational process becaﬁse the unique natur
of the educational industry requires that it produce a signiflcant
pért of its own inputg! That.is, teachers, administrators and other
school staf{f avre themselves a product of the edugation systen.
The number of teachers; staff and administrators per student has
increased (see Tables 8 and 9 in the Statistical Appendiz), and at
the sawe tjmc.the graduste and professional training of these
tcachers have significantly ifREEXEQ; (See Table 10 in the Statistical
Appcndix.)i ] .
6. The expanding educaticn  sector required increased expenditures.

This increase in the magnitude and quality of the education
product has of course not come without cost. The relative scarcity
of highly trained people in the rapidly developing U. S. economy
has resulted in sharply rising costs for these skills. Price adjusted
cost per pupil in averape daily attendance has increased rore than

three times between 1929 and 1970.  (See Tables 11, 12, and 13 in

the Statistical Appendix.) Total expenditure in cducation in the

Economic_Report of the President, Yopcther with the Peport of
ty" Council of keonomic Advinors, U. 5. Government Printing Office,
l(jhington, . Coy 1971, p. 220,

v .
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United States is now approximately scven percent of the pross national
product and this pérccmtngc is rising sleadily; (Sce Table 14 in the
Statistical Appendix.’) The nature and causes of this increasc in cost
deserve carcful consideration and will be treated at a later stage in
the report,

The purposce of the above djgcussion has not been simply to praise
the inmense success of the educational "induétry," but rather to pro-
vide soae bacﬁground in which.to raise the question--why the current,
crisis? VWe have tried to document that:

(1) 7The education iudustry has over the last 30 or 40 ycars
expanded not only the quantity-but also the quality of its product
(students) in a very significant way by:

(a) increasing the quantity of students educated.
‘ (b) educz‘.fing the average student a longey time (in both .
; years and days per year).
(c) providing a higher quality of education  inputs (many
of which had ﬁo be produced by the industry itself),

(2) The education industry hss broduced an, output that has
significantly contributed to national growth and individual
prbducrivity.

(3) The cducation - industry has made an important contribution

. -2
.

to the reduction in poverty.

P
’

7. Very vecent accomplishwents of the education  sector have been
equally significant.

In the more recent period, the accomplishments of the cducation
. dindustry are ecqually remarkable. In fact, it will be argued later
. thlal' in a very fundamental way the current crisis in education is due

ERIC
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. TABLE I,  GCALS FOR THE 1960's COMPARED WiTYH ALHJ)V MENTS
. St Achicvement by 1970
' . The Target (or closcest vear
THE SPECTIFIC GOAL PROPOSED Set for 1970 available)
"A higher proportion of the gross 5 percent (1969) 7.5 percent

national product must be devoted

to educational purposes."”

“Annual public and private expendi- 40 billion (1960 dollars) $46.0 biil
ture for cducation by 1970 nust be (current dollavs)
approximately 40 billion." $69.5 biil
"Jeacher salaries at all levels (1970) $8,840
must be improved." (Average (increase of 70.8% in
salary in 1960 $5,174--adjusted money wages and 33.0%
for price changes $6,0648). in real wages)

’l
“"Small and inefficient school 10,0600 (196Y4) 918 224
districts should be consolidated." Total operating
(There were 40,000 school districts districts
in 1960). :

thin the next decade at least .67 (196G8)

two-thirds of the youths in every ' lowest state 65.7
dtate should complete twelve yecars U. S. average 73.8
of schooling...."
YAt lcast one third (of the .33 (1968) 30.4
students) should enter college."
"There must be more and better (1970) 2.9 million

teachers." number of teachers
in 1960 -- 1.8 nmillion).

Source: The specific goalg proposed are taken from: Goals for Americans:
Proarams for Actien dn the Sixties. Administered by The American
Assembly. A Spectrum Book (1960). See cspecially pp. 6-7.




E

, &
to this overvhelming success. A quick feeling for the receat achiceve-

ments can be obtained by Jooking at the national goals set {or cducation

’

in the 1960's. President Eisenhower appointed a high level nonpartisan
Commission Lo "develop o Lroad outline of coordinated national policices

“and to "set up a scries of goals in various arecas of

and prograns’
national ac.ivity." The specific goals, which appeared in Goals for

Americsns:iProovaiss for Action din the Sixties. and the extent to which

they have been reached are summarized in Fable I. 1t wmight be noted
that in goal after goal, the cxpectations or target set for 1970 was
met or, frequently, excdeded by overwhelming amounts.  Further, and

a point that will be returned to latex, the very success in the

achicevement of these goals surrounds the discussion of the crisis.
—————

For example, increased public cupenditure, higher teacher salaries,
a reduction in the number of school districts, more and bhettor
teachoers, and more college graduates can be juxtaposed with resistance

to higher costs of cducation, large monopolistic school bureaucracies,

a surplus of teachers, and an cxcess of college graduates (in relation

to jobs aveilable requiring their skills).

B. The Sigus cof Crisis

The above indicators of success should scrve to at least illus-

trate that sowe of the-myths regarding the erisis in education lack

a sense of history, if. not understanding. XNo one can deny, however,

that a crisis does exist, particuvlerly if this is conccived of as

“"a turning point...a decisive or crucial time.... The acceptance

is so widespread that this ic a decisive pericd for education

decision making that it barely neceds documentation,

O

RIC '
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1. The signs of crisis are very widespread.
The wide divergence in the proposals for ¢hange is only one
® :
indicator of the seripusness and couplexity of the crisis. The

California Supreme Court Decision, the increasced disyuptions by

11 . ) :
students, the resistance of state legislatures to expanding I

%Eﬂiﬁﬁiﬁﬂ-—~ﬁﬁ§tsﬁ the parental concern (in both ghetto and sub-
urban schonls) regarding the quality (or lack of cquality) of
oéucatioh and the large number of school closings over financial
difficultics can ali be interpreted as signs of a severe pressure
for change. H

2. The desire for change is reflected in the change in public
" support of education. )

Clearly, although cther forces had some influence, the above

factors help to explain the results of ﬁublic school bond elections.

. Between the vears 1957 and 1365, on the average, thr. .o quarters of

the bond issues passed. Since then, the rate cf passage has

i st A PURNRPPS VSR
s "

dcclined, and in 1%68-69 only 43.06 percent of the bornd issues

Lavm—

vere apﬁroved by the voters.-_(See Table 15 in the Statistical
Appendix.) This chkange in the willingness to fingnce expanded
education efforts represents a significant pressure for a re-
evaluation of the educational systeﬁ.

No e[forQ.iS maqupcrc to document explicitly the reliability
or Lﬁe rcasonﬁblcncss.gf the above concerns, but rathoer to ashk what

factors account for this unusual strain on whuat scems to have been

a highly success{ul effort?

See, for exauwple, Steven Ko Bailey, Bisruntion in Urban Public
.‘_.‘it:-_qt_;v_ny__gl‘.:'x_l*)-_jj_:;_h__c_:uIei, Syracuse University Eescarceh Corporation and
O ert Brustein, Revolution as lheatre, tew York: Liveright, 1971.

ERIC
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IL. dhe Basic Factors Cenrribnting co the Prassure for Change

. Any cvaluation of the appropviate direction for change in education

L

industry, but in the framework of a carcful analysis of the forces con-

tributing to the pressure for change. Failure to take cognizance of

cither of these considerations can result in misguided efforts at pur-

poseful change. While we camnot treat all the factors involved, it may

be possible to highlight and illustrate some of the major or central

forces. 1In particular, an effort is made here to document those. forces

to which the policy proposals developed later in this report respond.
Hence, we see the following as the most important factors perplexing

the efficient functioning of the education  industry.

A. The cducation scctor has been technologically nonprogressive.

1 " /:'l.@
‘l’ - . . . . Lg*’g
The cost of production of any goed or services in the economy is G~
' dependent upon the price of the inputs required, the 'A of 1nputs
used, and the awmount of inputs required for each level of output.
The process threby increased output is achieved with the same inputs
(vhich economists refer to as productivity) is the result of techno- .
. '\{,‘.“'\
logical progress. The rate at which techn01001ca] Progress occurs 5 \,
b
‘ /) Yoy
is thercfore an important contributor to grcwth of any industry or Y :”5J\
. ) i

a

for that watter the economy in total. Thus, technological pregress

has played a central rele in jucreasing the standard of living because

it has allowed the society to obtain an increased quantity or guality
of goods and scrvices from its limited quantities of resources. Edu-
cation has contributed to the process of increasing productivity,

. because many of the changes in productivity have required cither
uddllloual Yearning dlroLL]y or the flexibility and adaptability that

EMC .
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. gcncru).uducatiun seaims Co generatoe. llowever, Lhe education sector
. itself has been very SJ:O'N to adupt to tcvch:‘ri.cal‘ advimce.  Indeed, the gu"
basic teaching and Tearning wodel in use today is at least 4,000 years
-+ old. LTt is dmportant to ask, therefore, why the éducnticn sector
wvhich has been so impoftant to technological innovation in the total

economy has been so reluctant to turn the same ability in on itself?

1. The investwent in education research and development is
inadequate.

One very important factor in this reluctance has been that the
education  scctor allocates such a small fractioﬂ of its resources
to the arca of the rescarch and development of new technologv. ‘That
ié, the process of improving productivity througﬁ technological
improvem;nts requires fhe use of resources. Hunan talcnt.as well
as ofher resources must be taken a&ay from the normal production
‘ process a.nd used to discover and implement nev and better metheds
of producing poods of services.,
Thus, 'the allocation of resources to research and development
is a nccessary ingredient to improved methods of satisfying human
wants. Scveral studies have demoﬁstrated that about one half 6{ one
pevcent of the total United States expenditure on. education jis alloczted
to.rcscaych and development.  Many industries in the U. S. eceonomy spand

’

5 to 10 times this fraction.

| P . . Co . .
Cf. Edgar L. Morphet and Charles 0. Ryan (Ed.), Desirning iducsticn
for the Future, o, 3, Citation Press, Hew York (1967), Chapter 5;
. Jonovation in Kducation:  New Directives for the Anervican Sciwols,

Natioual Policy Statcewcut, Committee for Econcemic Developument (July 1%6%2).

ERIC
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2. The proper incentives required to stimulate innovation in education

‘ arc not provided,

L
While there are perbhaps many reasons for this failure to invest in

education research and developnent, several deserve mention.  The

incentives vwhich stinmulate the invention and ianovation of new techniques

in private industry arce largely absent in education. ‘Thus, the existence

of patent rights in industry, which provides a "protected narket " yotil

A aburty

.

the firm has some opportunity. to collect the full cost of development,

is not permitted for the development of ideas. This clearly is cne
" e

vital element in dulling the incentive for individuals to develoz new

ideas for more cfficient education  practice.

0f course, some potentially profitable innovations might be

developed by teachers and school administrators (even if patent rights
// ‘ ) .
‘ could not be given) if the reward structure would reinforce this

behavior., However, the typically rigid salary and teaching structure

in most school settings prohibits this practice. That is, if teachers
3] P 3 >

or administrators who were innovative could be compensated for their éﬁ

‘efforts by, for example, higher salaries or reduced teaching loads

(to provide the incentive or time for implementation and development)
it is quite likely that greater innovation would. occur.

A much broader issue which, while extremely important, has not
b?cn investigated to our knowledge, is the incentives involved for
doing cducalion rescarnrch. Thevcollcgc of education in many univer-
sities has the image of mediocrity. It is very likely that this inmzge,

wvhether realistic or not, discourages thé entry of nore capable and

innovative individuals. This problem descrves carceful study.

'l. Q
ERIC :

Aruitoxt provided by Eic: .




El{icl.ho

“\

3. Many of the benefits of private rescarch ave lost because the
developuent stape is neglected.

The rapid increase of private cducation R & D firms suggests

that significant potential exists in the area of education innova-
tion; however, the removal of this activity from the close proximity
to the "productive process" (the teaching of students) is likely to
significantly reduce its effectiveness. Experience in industry
sugpests that while resear;h can be carried out in the "laboratory" -
setting, development nust take place in the context of actuval pro-
duction. Hence the value of much privafe education research may

be lost because actual production is largely carried out in the

' . X 13 . . . .
public sector. Clearly, some effort must be made to provide for
. ol

23
. . . . . v
the developmental aspects of education inmmovation within the i

settine of the education  process.

4. The scxvice sector is in genecral more resistant to technical
innovatioen, '

This problem is further cdmplicated by the general resistance

of the "service'" sector to technical advance. That is, the most
difficult functions to "automate' are the ones which use humans to
dircctly "scrvice" human necds. While this way not be undesirable

from the standpoint of social values—-that is, we want people to

socialize the young, represent us in court, or preach to us on

Sunday wornings, and hot machines--the result is that thesce services

will become relatively more expensive and hence more of society's

g,

resources will have to be allocated to thesc activitics, This is,

in part, an cxplanation of higher costs in the education  sector.

3. .. . . . .

It is intcresting to note that one investiparion found that

teaching machines which research had shown to be "effective” had
n purchased by poverument fudds but were left in the bascrent

school compleicly unuaed.  Sea the Prosress Revort, he

»
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which experience ereater toechaleal pressess.  Using 1960 as a basce Vf L/T
Y e ST N U},’ ' l
. . ‘ . s [ il
year, prices of all commoditics purchasced by consumers increased Y BQK\
Gbﬁy p gb ‘
Y4

E

RJ!:QQL» p. 25,

Aruitoxt provided by Eic:
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That is, prowing demand cuombined with a slower rate of technical

progress requires that prices rise more ropidls than the sectors

et 4 S

’ —————

by 24 percent between 1960 and 1970, vhile prices of consumer

scrvices increased by 45.3 percent in the same pcriod.la Priceg‘ )¥ 1ﬂ) )
of poods and services purchased by the eduéation sector, seem yp}- ¢ ﬁl'}.
.. , ) . ' .. . ) : # AR
to have incrcased nmore than ‘olher public services. TFor example, ‘bz,%“Ut\‘(
over thq 195541965 decade (while school enrollment increased 37 ik,dp}uyx
percent) prices increascd-for goods and services purchased by \ﬂx ;}/
sphoo]s by 48 pexrcent. This compares with an iqcrcaﬂo of ?5 .?B;igf
percent (while population served increased by 22 percent) in the \ g*y
prices paid by all other public secrvices including health and . Q;fn

’
hospitals, public welfare, highways and urban services.

In swn, the fact that the education  sector has been tech-

nologically nonprogressive has resulted in the cest of education
rising. I# addition, when comparisons with other sectors in the
society are made, it may produce fhé’feeling that the same '
service could be provided more efficiently. The increased
attention to cost effcectiveness studies of the cducation
process by business minded individuals is one reflection of this

- . e
concern.  The growing unwillingness of socicty to increase crzpend-
ituyrcs on education ma} Le, in part, stimulated by the (misplaced?)
comparisons of growing efficiency iﬁ agriculture and manufacturing

and the constant "technology’ in education.

4, . . p
Economic Report of the President, p. 200,

15 . . . . .
Q See Junovatjons in Education: New Directions for the Awerican
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Be The Heavy Reliance on the loeal Property Tax to Supnort Fducation

‘ Creates Special Preblems.

Extensive roliadcc on thie local property tax to finance clementary
and sccondary cducation results in a two-sided situvation which centri-
butes to the restriction of the magnitude and flexibility of resources
allocated to the educational scctor. First, the nature of the learning

————

process and output of education are uncertain and intangible in the

minds of the taxpaying community, and secondly, the property tax is

e gp—

quite real and explicit. Furthermore, the property tax is considered

.

by many individuals to be an ineguitable tax. All of these factors

i~y

may result in discontent generating resistance to continued expansion
of the education  industry.

1. The nature of the education product makes financial support
generally difficult,

In addition to providing a service vhich is abstract and

difficult to quantify, the returns to educaticn come over a long

period of time--a genecration--and hence, the "product's" exact

benefit to the taxpayer is uncertain. Thus, the linkages between

the tax dollar paid and its "payoff" to the individual and society

are coumplex and obscure. As a result, there may-be a tendency to

underspend on education, in comparison to other government programs
. s

vhoere the benefits are more concrete and immcediate.

For cxamplc, the Hinkage of bencfits and cost is particularly
significant for individuals without children and to the elderly
vho ne longer have children in school. The current process of
financing schooling requires these people who receive benefits
‘ very indircetly io support higher tax rates on theijr property for

ERIC - /
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cxpanded cducation cffort. As a result, society rust depend on

. the acceoptance of individuals of scrial responsibility for financing
» .
public education, The linkapes are further obscured by increased

enrollment and consolidation of school districts, becausce thesc

changes romove individuals even further from the process by which
the tax dollars paid are transferred into educational services.

That is, as the district educates wmore children and becomes more

spatial]& divoerse, the problem of observiné the benefits from taxes
paid bLecomes more difficult. All of these factors in combination
present a real obstacle to obtaining and increasing resources forx
education. ;

2, The nature of the property tax distorts efficiency, creates
feelings of unfaimmess, is costly and difficult to administer
and results in revenue rising more slowly than educational
demands, '

. Even if the abstract nature of the education  "product" were '
not a problem, the heavy reliance on the property tax has rcsultéd
in special problems for cducation. The property tax is, perhaps,
the most universally criticized major tax currently imposed in the
United States, ani as stated by one authority on the problem:

1f any tax could have been eliminated by adverse criticism,

the general property tax should have been elimirated long

age. One scarches in vain for one of its friends to defend

it intellipently. It is even difficult to find anyone who

has given it careful study who can subscquently speahk of its
‘failure in temperate language.... No writer of resute vwriting
on-state and local taxzation in the United States has failed to
offer his bit of derogutory testimouy. No commission appointed
to investigale any state tax system, which has had time, means,
and inclination to recure the evidence, has failed to recoumend
the abolition of the tax or measures tending toward fundamental
wodification. Where perimanent adwinistrative tax commissions
have had time, capacity, and means to busv theuselves with

vhat ought to be one of their major tasks, the study and”

YERIC
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' ©ooeonstructive criticism of the state tax system, they have

without exception arrived at similar conclusivns. Yet the

tax persists, 10 ,

Indeed, by cvery conventional criterion used to evaluate taxes,
the property tax must be judged as inferior.

The standard critéria used for tax: evalhation are (1) ¥eutrality
-~the extent to which the tax distorts the efficieﬁcy of resource
allocation within the cconemy; (2) Lauity - the extent to which the
tax tre#ts people in eQuivale;t circumstances equally; (3) Compliance
and Administration - the easc and cost of collecting the tax; and
(4) Elasticity - the extent to which the tax revenue automatically
grows as thc economy expands.17 .

-

a. Distorting cffects of the property tax

With respect to neutrality, the property tax distorts the NS
pricc of housing relative to other goods. Because the property .

. tax costs amount to between 20 and 30 percent of money c¥pend-

itures for housing by owner occupants of single-family houses,

it restricts increases in the quantity and quality of housing.18 —‘\\\\\

Furthermore, the property tax can:ana does effect residentiel and \\\
business location decisions within and awmong metropolitan aress. \
Finally, the property tax imposes differcnt burdens on different :
industries. The differentials cannol bLe justificd on the basis ‘\

. ]

of differential benefits from local services in general or from

education  services in particular. Table IT below, provides an

—

cxample of this differentizl burden for utilities:

O o . . . . _ .
Jens P Jensen, Property Ta=zaticn in_the United States (Universiuy
of Chicago IFress, 1931), Chap. LI, Cited in bick Lcetier, fconomics of

the Property Tax (The Broohings Institution, 1966), pp. 3-4.

17, . . . .
. These ceriteria and moch of the following anulynis are from: Johin
¥, Duc, "Alternative Tax Sources for Nducsation," feonumic Fartors
& . o . . C N . : = /
ER] roting the Financing of Fducation (National Educatijonal Finance L/

A

ir’."!, ]'1/()): Vel 11 ':;',r.G. ””~
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TABLE II. DIFFEREXCE 1N PROPERTY TANLS FOR VARLIOUS UTIL1TIES

Industry

Property Taxes as Percentage of
National Inconme Originating in

Electric and gas utilities
Pipelines

Telephone anq telegraph
Railrodads

-

Air transportation

11.6
7.8

5.8

Source: Netzer, p. 26.
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This ].a;'.k of nceutyality in the property tax further dlj:;turtﬁ
. the efficient operations of the cconomy because it may distort the
competitive position vf some parts of the industry affccted. For
example, railroads are disadvartaged in their cowmpetition with motor
carriers and air carriers because they must pay a much higher per-
centage of their revenues in property taxes than do the other two

; 1¢
compatitors.

b. The property tax generates inequity because pavments are not 9%-
related to ahility to pay, taxes are not assessed uniformly,
and it is regressive.

The lack of cquity of the property tax is also significant.

A widely propounded view of taxation is that the tax ourden “ought"

to be based on the individual's or family's ability to pay. In an

agrarian cconomy, such as the United States in its early years,

. income carned ceme largely from property, making property owned a
good measure of income or the abilitv to pay taxes. In more
advanced cconondes, such as the United States today, the property

. b . . 20
tax is no longer closely correlated with either income or wealth,
and hence taxes on property will result in people with similar
ability to pay being taxed differently. Herice, continued cconomic
developnent has made the property tax less and less equitable.

A sccond reason for the inequity of the property tax is the

. c-

lack of uniformity in assessment practices among and within districts.

-

Hence, the tax burdens of individuals who owvn equal amounts of property

vary greatly. Furthermore, people with equal ability to pay in terms

[}
Yyetzer, pp. 72-3.

D . »
QO "“Due, p. 297.
ERIC ue, p
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of total wvealth and/ov income, but with different tastes vith respect

to housing, arc subjecgt to very different property tax burdens.

A third aspect of the inequity of the property tax results {row
the fact that it is regressive. That is, as incowe, and hince the
ability to pay increases, the percentage of income actually paid in
propaerty taxes declines. This regressivity results beecause the
propexrty tax on business and reatal property is largely shifted
forward in the form of higher prices to the ultimate consuxmers of

. . . 21 . - .
business and housing seirvices., Since the consumption of most
. ijﬁpn
L4 A .
goods, including housing, increases lcss‘than in propertion to in-

. . . . . . 22
creascs in income, the property taxz in effect becomes regressive,
This latter point that consumption of housing services, as a per-
centage of income, declines as income increases, also makes the
property tax on owner-occupicd housing regressive over much of the

income range. 3 (Sem Tables 16, 17, and 18 in the Statistical

Appendix.), .

An important aspect of the equity problems associated with the
property tax is that it frequently places a severe burden on older

persons.  Ac stated above, the property tax is not closely related

to cither total income or total wealti., This is particularly true

of the elderly who own their homes. These individuals often have
. DR

little incoime and their home represents the major portion of their
H 3

wealth., Therefore, their property tax burden in rcelation to the

]thzcr, p. 40; and Due, p. 298,
i

”2Netzur, p. 40,

9

Q 2
ERIC jE.iuc, p. 298, and Nervzer, p. 46,
o o )

A,
¢

N

7
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®
roa} ability to pay rtazes js‘highly inequitable.  As pointed out
previcusly, the benefits of cducation are perhaps most indivect and
ncbulous for the elderly. Thus, much of the resistance to increased
educational effort when [inanced by increased taxes on property is
to be 6xpectud from older persoﬁs. Factors such as these probably
give rise to the feeclings expressed in the statement that 'old
pcople vote down bond issues."

¢. The adwinistrative inefficicncies of the property tax

1t is perhaps with respect to the administrative criteria

that the property taxz most seriously fails. The tax burden varies
vastly-amonyg axcas and indeed within areas duc to the wide varicty
o’.sscssmcm_ practices and the highly subjective nature of the
valuation proccss itself. Assessment techniques and practices
could be improved, but the cost of "good" administration may be

. . 24 . sy .
quite high, Despite the possibility of improved assessment,

however, many experts claim that the tax simply can not cquitably

)

and cfficiently be administered. This is due to the extrene

heterogeneity of property and the complexity of ownership rights
’ r

. . : 25 . .
and claims in a wmodern cconony. Poor administration, then, may

well be an inherent problem of the property tax which is fundamentally
incorrectable.  To the extenc that these adwinistrative difficultices

.

24 .

See Netzer, pp. 173-183. Tt might be noted here that another
consunier complaint surrounding the administration of the tax is
corruption. To the extent that people feel this exists, incrcased

8 for educution will be difficult to obtain.
o .
ERICy,
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and incousistencies create hostility, resistance to increases in the

.tax will further plague the expansion of cducational effort.

ERI

d. Failure of property tax revenucs to rise in proportion ro the
Cprowth in income

The elasticity of the property tax is quite difficult to deter-
mine and is still a matter of some debate. The elasticity of a tax
refers to the automatic incrcase of tax receipts in response to
gencral growth in the cconomy. It is generally held that a “good"
tax should be responsive to growth ofcr time and that it be incore
elastic. (Technically defined, the income elasticity of a tux is
the percentage change in tax receipts divided by the percentage
change in income with a constant tax rate.) This measure should
be close to, if not greatexr than, unity. This view 7s Lased on the
value judgemznt that povernment expenditures should increase st

. . , co s i .
least in proportion to income growth. . This judgement is, of course,

¥

subject to dcbate, but agutomatic increases in revenue may be desir-
able because continued tax rate increases may be politically unpopular
or costly to administer. (For the income elasticity of education for
various decades see Table 19 in the Statistical Appendix.)

Income elasticity is a difficult concept to apply to property
taxation because, while the market value of taxable proporty ray
very well be responsivé to income growth, the property tax base will
. . 26
not automatically rise because of the pattern of resssessment.
Thus, a time lag in the responsiveness of revenues is often experienced.
The problen is further cowmplicated by the fact that local governuents

can and do adjust both the lepal tax base and nominal tax rates, making

Q y

C zGDuc, p. 298 and Netzer, pp. 184-190.

Aruitoxt provided by Eic: .



3
‘ co;pulatiun of income clasticity largely a matter of jtuh?émuit and
. cducated guess. 1t is, probably safc to.say that the property tax
has been sécular]y responsive in the United States, but its exact
clasticity has variced videly over time and among various arcas.
Cyelically, the tax has been very unstable due largely to reassess-

27

ment lags.

Thus, the property tax wvhich is by far the major source of
' S e et} .

tax revenue for local governments and school districts and which

provides over half of all public school revenue must be rated
_ —

poorly on the basis of conventional critervia of tax evaluation.
(Sec Tables 20, 21, and 22 in the Statistical Appendix.) Clearly,
the fact that the property tax, which supports education is per-
p%exed by all of these problems, means that it must be seen as
. one of the major proessures for the existing crisis in cducation,
' llowvever, the property tax does raisc gignificant amounts of

revenue and it is currently the major tax source available to

local governments and school districts, The tax has been justified
on the basis that some local government cxpenditures dircctly benefit
property owners, but as already suggested the correlation betwveen

taxes and benefits is far from perfect. Furthermore, this

“henefit" explanation ipnores the principle of taxation on the
p 8 ]

f R

basis of ability.

.
. [

Incrcased discontent with the educational system and with

increased propuerty taxes presents a real dilemma for elementary

27 , o e , . .
. W. R. Dixon, The Sceular and Cvelical Ingome Llasticitv of
Q  Property Tax base. Uppublished disscrtation, University of

Dra‘f;o:— 1971, )
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and scecondary schooling.  On the tax side of this problem, ve must

concur with Due that: .

. By generally accepted standards of taxation, additional
funds for the finavcing of cducation cannot, on any signi-
ficant scale, be found in the local property tax, ov in

expansions of local non-property taxes, but from expanded
state usec of sales and incouma Laxcs. p]us reliance on
Federal income or Federal grants, 28 :

Not only can the local property tax not be relied upon for additional

resources, it should not be sé expanded. Clearly, alternative tax

sources must be cstablished if education is to continue its success-

ful contribution to growth and human development.

C. The Decisioning Process Does Kot Allocate Resources in Accordance

wvith Educational Heeds.

In the United States there is widespread acceptance of the

‘ propositien that resources will be optimally allocated by the auto-

watic functioning of a free market if: (@) purchasers are knowledge-

- . ees cps .2
wole; (b} there are no significant externalities; 2 (c¢) markets are

competitive; and (d) income is fairly distributed. Few would arpue

.

that all of these assunptions are valid for the educational indust

28Due, p. 325.

9 o
in externality exists where decisions made by one entity eff
the welfare of unolhcr and vhere this influcnce is not reflected
srices.  As an cxample of an "insignificant externalitvy," consider
1 i ¥

ry;

cct
in

that wy family's velfare may be affected if my ncighbor drinks con-

taminated water from a ditch, but I am not worried about this, giv
his income level and the low price of purce water. As an cxample o
a “significant externality," consider that my reighbor's rabid doyp
might bite my ciildren; given the price of a4 rabies vaccinetion, I
- fear that there . may be some divergence between his prefercnces and
mine and favor a law malling such vaccinations co"un]»or~. cr.

Jawes A, Buchanan and William €. Stubblebine, "Extervalicy," Eeonon

anonrcr 1962). ‘ihe term "spillover™ is often wsecd to refer to
l: lC Lernal i Lu's among commui tics,
e i ‘ .

1)

{

ica,



. hence, there is peneral acceptance of government intervention, bhut
considerable debate over the question of what sort of government
intervention is appropriate.

1. The dilemma of centralization versus decentralization

It is convenient to view the debate regarding the nature of

governument interveation in terms of two polar positions. The
analysis of thiese polar positions provides a {ramework through

which to interpret some of the important developments which are,

in part, responsible for the crisis. (n one extreme is the

t

"decentralist” view, which holds that:

(a) Consumers of education (parents on behalf of their

children) are cowpetent to make judg#m.nts about education (at

. Yesst in terms of chcosing a goeod school, if not in the details).
(b) Sipnificant externalities are associated with the
) magni tude of schooling but not with particular directions of

education. (2.c., there is a significant danger that a pocr
family would not provide sufficient education for its children,

but if the financial hardship is removed, there is little denger
that. the family will choose educational programs which are not
in harmony with the social interest--e.g., salecracking.)

(¢) Competition in the schooling industry is economically

. L]

feasible but precluded under the present arrangement which confers

monopoly status on public schools; this status insulatces the public
schools from control by their clientele.
(d) Incquality of incowe distribution among families and

. communilices is a major factor contributing to incquality of
O

ERIClucational opportunity in the United States.,

P o v *
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This "decentralist” view Jeads logically to proposals which

allow for greater expression of individual preferences.  For
example, the voucher 'system in education is one major proposal for

. , . . , 30 . . s .
moving the systenrm in this direction, With slight modifications

(to emphasizc the community rather than the family as the best
decisioning unit), it is compatible with an educational system

composed of small, autonowmous school districts supported by state

or federal funds in a manner which eliminates financial inequities

but avoids imposing state or federal controls.

At Lhe other extreme is the “centralist' view which holds

that: -

(a) Children are not capable of making wise decisions about

-

their education, and necither. are most of their parents. Even

. celected officials may not be competent to make such decisijons.

; (b) Significant externalities exist among families and

communitics; they are associated with the nature of educational

programs as well as with the overall magnitude. (E.g., there is
significant risk that students migrating from one community to
another will be ill-adapted to the latter becausc of deficiencies
in thu*a@ucntipnal programs of the former; the deficiencies arve

not due solely to financial problems but arisc in part {rom goal-

. ce n

divergence--e.g., a rural community provides rurally-oricnted

education which is not in harmony with urban nceds.)

UJudilh Arcen, .o Christopher Jencks, et al., Education Vouchers,
. Preliminary Report of the Center of Study of Fublic Folicy, SMaren j270
(ED 040265). Their proposal provides for controls apaiust seprepaticn
. and requires participating schools to meet mininal state requirercats,
15 is possible Lo dmagine a voucher system with wmore estensive controls,
E l(thV“C would defeat its main purpose.
B o]
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(¢) A monopolistic svstem of elementary and secondars schocls
is desivable because it perwits cconomics of scale, overcemes the
.
problem of consumer ignorance in education, internalizes exterrali-

ties, and facilitates control of the system by professionals.

(d) The problem of inequality can be resolved by consolidating

poor school districts with rich school districts.

ta Y

The logic of the centralist view points to the desirvability o
a sing]é, nation-wide school ;ystcm, becausce the externalities (migra-
tion, ctc.) do not stop at state lines. Most advocates of centralism
do not press their arguécuts this far, and even the state~wide district
hﬂﬁ come Into existence only in Tavaii. Hlewever, the influence of the
centralist view is manifest in the myriad state laws which restrict
the autonomy of locul districts iﬁ the consolidation movement, ;nd
in the organizational structure of large city school systems.

The logic of the centralist view Qou]d be compelling ecxcept for
the {fact tpag the nature of the product makes it undesirable to rely
on burcaucratic mcthod; of control in the schooling indusﬁry. "1t
would be relatively easy to nationalize the steél industry bheeause
it would be relatively easy for a national agency to speciiy the
goals, communjcate these to the plants, and neasure the perfornance
of the plants. This is not so in education, and the recent efforts

’ 5

to alter this provide no evidence that this obstacle will) be over-

come in the foresceable future. It may be possible to state edu-

cational gouls and to mcasurce cducational perforvence, but not in

a manner vhich peranits such information to travel down and up narerous

Q

RIC
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. levelsw of hivr.-zr(:'.xy.31 1t is our conviction ll‘mt public control over
cducation camnot be cffcctive unless it is imposed at a level reason-
’ ably close teo the clu;nroom, and in this sense we agree with the
proponents of the voucher systen: ."\-.'o do no'!!,; believe that it is
possible to measure the most important of fects of schooling, and

ve do not belicve it is desirable to reward schools for preducing
: ; _ 132
relatively unimportant results.
Given that there is substantial validity in both the centralist
33, . .

and the decentralist positions, tite above analysis explains why

the existing organizational structurc of education is such a hodge-

podge of professional, local, and state control. That is, the

current system has emoryed out of thc confllicting push and pull of
. the desire, on the one hand, for a systew small cnouph so that
consuners could reflect their individuul prefcerence for education
{and thus be willing to support it by voting higher tax rates on
their property) to, on, the other hand, the push by school adminis-
trators and professional educators lo increasc the size of the
school system to capture economies of scale and create a professional

establishnent that would protect the system from the whims of the

public.

13 .
\’(n,]r-v J. Yordon, "An Economist's Analysis of Accountability

- in Education: 'The National Assessment, the fo]ox ado Asscssmenl, and
the Colorado Plan for Contract Accreditation,' Rescaren LPeports in

Educationnl Mdninistration, Vol. 1I, No. 7 (Umv_v"?-fi:f of Colorado,
May 1971). -

32
. hreen,...Jencks, et al., p. 47.
33 i . i - .
. In suppert of the vievw that externalitics m'ul cnillovers are
sipgnificant, sce Burton Weishrod, Futernal Benefits of Public
Fducation (Frincetou, Princeron Lmvc-r.:l" ||L~.~,, I BHa . For «an

) M::n “of the extent te which these wvould disappear i all schoal
(& !

EMC riclha Were advuatedy finmncaed, see Larry Do Singcl) and Uesley
a'u.:l s, A P e z‘(lcl'- /'Ir-n-"i"- lareent o T'..n'r" fo,r

e 0
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2, The current erisis:  the development of large burcaucracies and
' the rcaction :
,
In the decade of the 1980's, advocates of centralism were quite
'
persuasive.  lHence, there were significant qfforts at consolidation,
and the nueber of school districts. decrcased {rom approximately
40,000 in 1960 to approwimately 18,000 in 1970. lowever, a manifest-
dtion of the current crisié is the sharp shift in attitudes which
occurred in the 1960's. Centralization, along with increasing numbers
of students, resulted in school districts beccoming very large 'rono-
polistic™ burcaucracies, Increasing numbers of teachers are now
.fejecting the concept thet cducational administrators are effective
spokesmen for préfcssional educators. Thus, me;bepship in teacher
unions (in both absolute and percentage terms) have increased
G ‘L'x'_'lxmrknb].y.3[l It is significant te note here that organized teacher .
groups rot only attempt to bargain in.salaries ﬁut matters of school
administraticen ana curriculum control.

Alth&bgh bureaucratization‘was favored by teachers until recently,
it nov may be secen as onc of the forces coutributing to the growing
size and militancy of teacher organizations. Twe significant factors
in the current crisis arise out of thesc developments. First, the
naturc gf the bargaining process in the public sector has prodyced
difficult comblicationt because it is much morce tempting to see the
"public purse" as unlimited. This phenomcna may be one part of the
explanation of the cost of education increasing faster in the recent

period than progress in the private sector. Secondly, teachers have

‘ 3[’]’l'om 1953 to 1969, national membership in the NEA doubled to

‘G 1 over one million mewbers, while wenbership in the AFT tripled
EMCM-PH 1961 and 1909 to a wenbership of over 150,000, Fiucation
ammmmE et (Fall 1909) .,

SRR SYMPATIIN I SIS K F NSO AT A AT 2
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. bargained for district wide salary scales based only on experidnee
and graduato credit (or some similar arrangemdnt). This has created
particularly difficult allocation problems for ceducation. (The
particular difficulticﬁ'crentcd by this development arce treated in
a following proposal.) It might be noted here that this h.. tended
to: (1) increase the cost.of education s%gn{ficantly because minimum
salarieg must be set at a2 level high enough to attract the scarcest
resource;‘(2) dampen incentives for superior performance of teachers;
and (3) further disadvantage the poo;,.beéause fived and uniform

L4

galary scales make it mére difficult for schools serving poverty
youth te attract good teachers. ’

Increasing numbers of parents (and even children) are demending
. greater participation in educational decision-making. 1t is not
clear to what cxtent there is a genuine conflict between classrobm
teachers on the one hand aud parants and children on the other, Lut

it is clear that many people beliecve that the trouble with public

coals

education is that it is "efficient' only with respect to the g

of "educationists."35

Of coursc, the basic vehicle created to regulate and bring

together the public preferences in education and the "professionsl”

interest ol the teachiers and school adminisirators in the eclected

school bourd (or the appointed school board by an clected official).

There is, however, persuasive evidence that these who have been

. r
3"Smnu of the criticisms are directed at administrators rather
. than teachers, others at Loth,  Our apalysis Jg coupativle with
cither ioterpretation of the word "cducationist,'" but wot with the
O sposition that cducational efficicency could he inproved by piviag

E l(h decision-making power to teachers' organizalions.
oo .



- 39 -

scelected as representatives of the public interest are not able
'.effcuti\'o]y to govern public school systems,
. M advocate of centralism (and professionaiism) argued in 1960
“that "local control of education by lavmen should be limited to
e .. . "36 * -
peripheral and cercemonicl functions. It woull rot be much of an
exaggeration to say that his goal had already been achieved in New
Yor . . 37 . . s
ork City Public Schools. Joseph Pois (an eminently qualified
observer) similarly describes the Chicago Board of Educaticn as
"more a facade for citizen guidance of the schools than an active
and crcative force in the administration of chis wvital public
function." (Pois' description makes it clear that size is not
the only factor tha' inhibits board participation in important
. . A . o .
policy decision, and Worman Kerr™ ™ describes similar problems in
..'wo rather small scheol districts.)
; Gittell and Hollander conclude their study of six urban scheel
districts with the observation that "...public education...has over

the years become perhaps the most nonpublic of governmental services,

.
.

Public school systems have removed decisiou-maling from the agents
closest to the school child...the school professionsls have con-

vinced the various public interests that only they are qualified to

40
e - 3 e " e . .
make policy. There is reason to believe that such a system is
.. n .

30 . 0 . c . - o
Myron Licberman, The Future of Public Fdueation (Chicago, The
University of Chicago Press, 1900), p. 102,

7David Rogcrs.nllg_Living§ton Street (New York: Randown House,
<1468), Chs. & & 9,

‘ Joseph Pois, The School Board Crisis (Chicago: Fducational
iethods, Jnc., 19064), pp. 231-212,

o 3 . " . - - .
ERIC Norman Kerr, "The School Board As an Apency of Lepitivation,"
amzmmio)ogy of Fducacion, Fall, 1904, pp. 34-0Y.
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. inherently anresponsive to shifts in publice demands resulting {rom
changes in tastes, neeggds, and values of individuals within society.

« Furtherrore, this system may nurture an apparceat tendency for pro-

Yessional educators to expound the nccessity for "more of the same";

as opposced to their scarching for methods of reallocating vesources
in an attempt to increase cducation efficiency. These observaticns

are supported by the lack of technological innovation and the, at

least superficially, shockingl& constant wix of resouvrce inputs
over the last 50 years. (Sce Table 25 in the Statistical Appendix.)
_ .
This constancy of input mix over 2 period of time in which the
demands on education, our technical knowledge, and the aggregate
level of resources devoted to edacation have changed significantly
. appears, a_priori, to be the result oi an inflexible, unresponding
educaltion sector. (See the proposals on Public Control Over
+  Resource Allocation and Voting.)
3. Directions for change in school administrations
Given these cirgcumstances, it is easy to understand why
proposals for a voucher system as an alternative are likely to
find a receptive audience, and we do not bLelicve that all of the
argunents aga‘nst 5‘{rec market for schooling can be lightly dis-

. [y

missed.  The stendard American model of school government appears

to be very rcascnable'%n the abstract, and we suspect that if we
now had no ezpericnce with anything cxcept a voucher systens, the
standard model would scem to be an attractive alternative. Tt is
cqually clear that some rceforms of existing education rovernment

. and basis of taxation are necessary. Fovthorwore, the changes
O
FRIC move in a direction that would biing about a substantial
oo i o .
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‘ increase in public control over resource allocation in education.

Given the nebulous criteria fos efficiency in education, such a
change would be aw increase in cfficiency.

The increcasing importance of migration and spillover effects
will rvequire an expand;d base for financing education. We believe
the national charactér of fhcse movements‘will_rcquirc a more ex-
panded federal role in education (in our view, of the finance, but
not nécéssarily the control).. In addition, some structural changes
in the proccs§ of resource allocation at the local level will be

- . L]
important to purposive change. Several proposals on this appear
in a later part of this report (Alternative Voting System to be
Tested and Lvaluated) and (Federal Income Tax Deduction for Federal
Registry Schiools). Further, proposals for reshaping tie form and
function of public representation are also developed. (See
Proposals to Improve Public Control Oﬁer Resource Allocation in

Education.)

D. 7The "Product" of Fducation is Taking on New Mcanines in the

Affluent Socictv.

WVhile it is 5cyond the scope gf this report to treat in any
systematic fashion the changiug function of education in the modern
socicty, it must be piven some consideralion.  This is so, not only
because the system's willingness and ability to scrve this function
has and will continue to effecct society's willinoness to finance

education, but will also be crucial in the determination of the

direction for change.

ERIC
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1. FEwphasis on the quality of c¢ducation has increascd sipnificantly.

1t might be arpgued that the education  system is curreatly in the
midst of a third major revolution. The first vas the quantity revoluticn
in vhich an attempt was made to increase the number (and percentage) of
students cducated as w;il as the years of schooling provided to each
child. The data prescented in the first part of this repért suggests
that this revolution has bécn highly successful, The second revelutio:x,
the hcginning of which might Lc dated with the Supreme Court decision
of 1954 regarding school desegregation (Brown et al., V. Board of Lduca-
tion of Topcka et al., §47US&83), vas the equality revolution. While
some progress has clearly been made in this direction, significant
inequality of cd;catiou opportunity still exzists. (See Statistical
Appoendix, Tables 23 and 24.) The third revolution which is just now
getting undervay might be called the "quality" revolution.

Hence, while society wvas contcnttwigh the efforts to "educate"
large numbers of the school age population, now that the overwhelm-
ing majority are in school, attention has turned to the quality of
education being provided, These revolutions are, of course, nst
untelated. In some sense, the equality and quality revolutions
mgy have dirccply and indirectly emerged out of the quantity revolu-
tiom. Tﬁc foct that the majority of the parents now sending their

. e

children to public schools are bigh school graduates (and a large
pcfccntagc have some go]lcge training), has uéqucstionnbly led
to more sophisticated "dewands' being placed on the cducation system.

Once could argue, although with much less certainty, that increasced

. cducation has also increased the "demand" for equality.

ERIC
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2. The developuent of a "youth culrure” way effect the availability
‘ of financial resources to education.

. N N L4 . . -
In addition, some people have hypothesized the development of a

"youth culture"

as an indirect result of the quentity revolutien.
Some argue that the majority of the youth pobu]ation attending school
has resulted, for the first time in human history, in children growving
up mainly with other children rather than wiﬁh a more integrated age
mix of the population, _Whethertthis chanée in the socialization
process did, or did not gencrate a new form of youth moverent can
be debated. It does scem é]car, hiowever, that some people view the
new "life style" of the youth as a partial product of the schools.
To the extent that this association between theNQducation systenm and
the generation gap is made, it will act to reduce the willinganess of
. the public to financially support cducation. Thus, \-."heth(:r or not a
youth culture is, in fact, developing; cr would be'QGSirablo; or
should be associated with education, is not relevant. The relevant
question is whether or not society has made this associztion. This
association of the youth culture with the education  system scems
to be having some effect on the willingness of society to support
higbex c¢ducation, if not K throu;;h.)?..
3. 7he éxpandbd time available for leisure will require juportant

adjustments in cducation.
. : e m

There appears to°bé other life style changes which. are affccting
the function of the cducation systen in fundaimental ways, With
improvenents in the scandard of living (which in part have come
from increased cducation) the consumption aspeets of cducation are

‘ becoming increasingly important. In short, the schools are being
igrreasingly called upon to cducate students not only to be pro-

ERIC

ammmmm ive Jo their wvork, but to utilize their leisure creatively,
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‘ Since this igsue is being dealt with in dutail' in another part of '
this larger study (tho Berkelcey group), we will only observe that
these factors may be ‘affecting the Qillingncss to increase resources
to cducation. ’

On the other hand, it migl.]t be notudlthnt to the cxtent that
the education system does respond to the démand of cducation for

leisure, businessmen may be increasingly reluctant to be taxed to

support cducation. In addition, parents wvho have the "work ethic"

as a vital clement in their value structure may also resent, at

least initially, resources being a2llocated for these purposes.
Those people who find tihis change in education - goals desirable,
should nevertheless be aware that extensions in the practice of

educating students for creative Jeisure may increase the difficulty

of additional financial inputs.
+ 4, The protlem of education and social values

Anothey factor which cannot be treated in depth but has

become an important factor in obtaining and using resources in
education is the growing resistance to using education as a

“social melting pot." While this may be fundamentally a socicl

class problem, the issue currently focuses oun the problem of the

integration of the white middle class and ethnic and racial minor-
. . .. n

ities. To the extent that minority groups see cducation as ''school-

ing" in middle-class values, their resistance to extending roesources
to the cducation sector will certainly stiffen. On tLhe other Land,
there is a clear resentument, on the part of a large segrent of

. those alrcady holding widdle class values, to attempts to bring

G ethnic and racial minoritics into their grouvp. 1§ the education

ERIC
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system is to be given major responsibility for. the social melting
. pot function, it should be recognized that serving this function
’

nay well result in reduced public sdpport.



- b6 =

. Suaary_and Overvicw

. It may be uscful 'zt the juncture to try to summarize some of
the major obscrvatiods-nndé above. Ve bave tricd to document that:

(1) The cduﬁatiop industry has had fmmense success on almost
any criteria socicty would deecm importént, and if thesce achicvements
are lost sight of, numerous myths regarding thc."failurc" of the
schools will lead to misguided efforts at purpdsive change.

(2) There is, however, a very serious “crisis" 'n the educa-
tion . industry which will requirce in some cases only minor "turning®
but in other cases, fundamental alterations in the structure of
educatienal administration and finance. )

(3) VWhile the factors perpetuating the crisis are too complex
.and intevwoven within the total fabric of Awerican soéict.y to be
treated adequately in a report of this_type, we have argued that
some of the directions for restructuring the system imust certainly
consider the following:

(a) “The current allocation of éesources in education conﬁri—
butes to the rapid inecrease in cost by underspending in
education rescarch and developuent, While the gap has
partially beea filled by.privatc research, the develop-

mental aspcc#s have been largely overlooked. The net
result has Lpen that education has buen tcchno]ogicélly
less progressive than other scctors in the cconomy.
(b) The current system, by relying heavily on Jocal property
tazes as the major basis for revenue to support education,
. results in underinvestuent in edvcation ond maiwes the tasw
Q of achieving, or cven approximating, cquality of cducation
AR\V‘ . . :
apportunity dmposible, In pavticular, the ane of property
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. taxes results in a continually widening gap between cduca-
tion. demands and the revenue base {or financing these
. demands.,  The increasing mobility of tlie United States

population makes the system of local finuncing of educa-

tion less aud less viable, and financing any individual's

education on the basis of the taxable property of his

neighborhood is becoming less morally acceptable.

(¢) The development of large "monopolistic" bureaucracies in

the education industry and the existence of large militant
teacher unions have increased the likelihood that resources
made available to education way be misallocated-—-that is,
not spent iﬁ a way which will efficieﬁtly provide for

' -+ dindividual and socizl demands. In pulrticu]ar, this structure
distorts the flow of information regarding tihe true prefer-
ences of students, parents, teachers and school adiinistrators.
‘In” addition, it distorts incentives to cfficiently use scarce

resources in the production of the education  product.

(d) Iuncrcases in the standard of living, changes in social values
and increased resistance to using education as a vehicle for
"socialization" into the white middle class have beconme, if
not’new} stronger pressures for reshaping the allocation of

cducation ‘resources.

(4) Some important aspects of the crisis have been gencerated by

the immense success of the cducation  industry and failure to appreci-

' ate this, increascs the danger of misguided change. In particular, it

Q@ Dbe kept in mind that:

ERIC
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(a) The intense doemands for iwmprovements in the guality of
nduéntion arisne naturally from more highly educated
parents. Thus, thc.cducation industry must be restruc-
tured to allow greater sensitivity to these more

sophisticated preferences.

(b) The higher standard of living made possible by expanded
eduvcation and training requires that education increas-
ingly provide for a higher quality of life with respect

to leisure and human developisent.

1

(c) The success of cfforts to capture cconomies of scale
through consolidation of school districts may have
resulted, in some cases, in the creation of large

' - burecaucracies that make it difficult for an efficient

information system to function. ‘ .

) ERIC
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PREFACE TO THE PROPOSALS

The following set of proposals arc designed to outline programs

for cxperimentation. | These proposed rxperiments were generated

. .

largely out of our analysis of the crisis in education, and thus nmust
be reviewed in this context. We tried in our reviews of the litera-

ture on the problem of resource allocation in education to pinpoint

areas in which change secemed warranted ana necessary. Although our
central concern was the problems associated with obtaining and using
resources in education, sowe of the proposals overlap with other
considerations. 1In addition, no cffort is made to develop an inte-
grated strategy for action. VWhile this is clearly importanit, it
seemed most reascnable to construct an integrated strategy for
aétion in the context of thc_larger study.

. While cur review of the erisis in education suggested a number
of possible experimental programs, the time constraint involved

forced us to coucentrate on a small number of possibilities. Henre,

we chose to concentrate on the following five areas:

1. Income Tax Deductions As an Incentive Svstem for More
Equal Educational Opportunity

I1. A Proposecd Experiment in Voting Methods Designed to

Jmprove the Level and Composition of Hesources in

Education

I11. Proposals to,impfove Public Centrol Gver Resource

Allocution in Education

IV. Collection, Evaluation and Dispersion of Education
Information

V. A Proposed Program for Full-Costing of Higher Education
In addition, several other proposals which-are not developaed in
. detail, but must be considered as possible programs or rescarch

Q
ERICssibilitics are presented.
N -
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Although the proposals presented may be treated as independent

exparinents--~indeed, we tricd to structure theom in that wav--in many

’ ways they represent dn inteprated approach te vhat we see as the

fundamental crisis.  That is, they all invelve efforts to:

(1)

)

(3)

(4)

increase the informatien avallable te those responsible

for resource allocation dedisions._

move the conLrolﬁgf.the systen g]osor to the local level.
inéreaSé‘phc_efficiency of resource use or the amount of
rosources-availablc to education..

Expand the contribution of the federal secrtor to the

education. cffort.

In addition, scveral of the proposals (I and V) are zimed at moving

the system closer to achieving equal education  opportunity.

'El{lc
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FOR MORE EQUAL LEDUCATIONAL OPPORTUNTITY
- . c! ’
: 5

Abstract

Because of uniform pay schedules within a given district,
"poverty" schools within the district are not able to compete on

' schools for quality teacher

an ‘equal basis with "middle class'
inputs. Ve propose a Federal income tax deduction to superior

teachers who are employed in Federz) Regpistry schools., N.I.E.

;s asked to fund an experimental program implqmenting the above
proposal. During this experimental program, we recomrend the
evaluation of alternative incenﬁive schemes which would include
sabbaticals and reduced teaching loads. Such an evaluation
should measure the effcétivencss of‘cqual dollar expenditure

on each of these three incentive schemes.

D ERIC
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The establishument of district wide salary schedules based on
‘ teacher experience and education alone has produced a particularly
. difficult set of allecation problems in the education sector. First,

~

it tends to exert significant pressure on overall teacher salary

cost., This occurs because mininum snlaric§ under this systen must
be set at a level nccessary to attract the scarcest resource. That
.is, if Math teachers, for example, arc in very scarcelsuppiy, narket
fprces wou1d~tend to result in increased vage rates for this special-
ization. Howéver, if only one salary schedule exists, Engligh
teachers who may have been in surplus must also receive the same
“increase.
It might be noted here that a very significant part of the
increase in expenditure on education in the recent past is due to
. increases in thé salaries of teachers. TFor example, betwcen 1?65

and 1970, roughly 70 percent of the increase in expenditure per
student in ADA can be attributed to teacher salavy increases alone!l
While there are many forceé_which have produced this result, it is
likely that some of these expenditures would not have been required,
or for the current expenditure, more educatioﬁai services could have
Pcen provided if salary inducements could havc:bcen offered to the
most nceded resources. In addition, this salary structure inay

aléo dampen incentives {or teacher performance somewnat--i.e., if

no distinction is made between the very effective teacher and the

.

incompetent one vho has cqual experience; this could modify the

willingness of the good teacher Lo make additional eifort.

in

In addition to the distortions in the allocative mochianisn

' described above, this practice of a wmiform salary sche
)



also further disndvéntagc studuents fgom poverty arcas. Since these
schools tend to be less desirable enﬁironmen&s in which;to tcach,
(i.e., they have inadequate supplies, more students with learning
problems, etc., etc.) and since salaries are identical, there is
some tendencf for the more expcr}enccd (aﬁd perhaps more able)
resources to migrate out. It is to this latter problem that our
proposal addresses itse.f.

. We prdpose that greater equal:ity of educational opportunity.
would 5& proéoted if tbe Federal government would allow some portion
of the income earned in Federal Registry schools to be deductible
for income tax purpoeses. For example, after subtracting all

regular exemptions and deductions from 2 married or single teacher's

income, an additional $5,000 could be subtracted before coinputing

the tax payment. If after subiracting these +:ormal deductions and

exemptions, an individual with a taxable incoeme of $8,000 will

O

normally pay $1,380 in federal income taxes if married and $1,630
in federal income taxes if single. If allowed a $5,000 additional
deduction, the individual will have a taxable income of only $3,000
which would result in a married filer's tax gf $450 and a single
person's tax of $500. Thus with such a scheme the married teacher
would receive $930 in additional incone and tﬁe éingle teacher
would receive $1,130 in additiomal inceme. The accompanying tax

rate schedules can be used to compute how various levels of
’
“teacher deductions' would result in diminished tas payments.
Such a proposal is suggested as a way of circunventing the

resistance experienced in. the past to "combat pay' schemes. Under

~uch an income tax method, teachers within a given district would

ERIC
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SINGLE PERSONS

. If after deducting all normal
exerptions and deductions, the
single person's income is:

AT LYAST BUT NOT OVER - THE SI)‘I‘(;]:E PERSON PAYS
$2,000 . $4,000 _ $316 + 19% of excess over $2,000
4,000 6,000 §690 + 227 " " $4,000
6,000 8,000 ] §1,130 + 257 % © N $6,000
8,000 .. 10,000 §1,630 + 287 " " " $8,000
10,000 12,000 . $2,190 + 327 % " " $10,000
12,000 14,000 ' $2,830 + 363 " " " $12,000

. MARRIED PERSOXS FILING JOINTLY

. If after deducting all normal
exemptions and deducticns, the
married couple's income is:

AT LEAST  BUT NOT OVER THE MARRIED COUPLE PAYS
$4,000 $8,000 - $620 + 19% of excess over $4,000
8 000 12,000 $1,380 + 22% " " " $8,000
12,000 16,000 $2,260 + 252 " " " $12,000
16,000 20,000 ’ $3,260 + 287 " " " $16,000
20,000 24,000 $4,380 + 327 % " " $20,000
24,000 28,000 $5,560 + 367 " " $24,000

.

NOTE: THESE FIGURES ARL FROM 1970 TAX RATE SCHEDULES

»
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.be on the same pross pay schedule; the differential would be in
net pay received, or in the awount of inceme tax rcfund.

There have been several criticisms of "cowbat pay" schemes in
the past, but the major ctiticism given is reflected in the follow-
ing statement by David K. Cohen:

...The idea that, of itself, receciving move money effect-

ively stinulates immroved teaching has no basis. It seewms
; dubious that ch:ldr"n‘s learning could be iwproved by
offering "combat pay' to attract teachers to, or hold them
in deprived schiools when, all other things being equal,
the teachers prefer to be elsewhere., After all, it is the
children vho constitute the '"combat' condition for which
special pay is offered; utilization of such incentives
would be a poor basis for a productive student-teacher
relationship.

With respect to the above quotation, we feel it is not neces-
t-'\\,:?
sarily the children vhich make such schools undesirable. It may
be the conditiens of the school; its facilities and/or its supplies,
its ncighborhood, or even the present quality of its instructional
and adwinistrative stalf. Furthermore, we agree that increased
pay probably would have no weasurable positive effect upon a
teacher's "teaching effort.” However, we propose that such pay
wre

differentials will improve the quality of teachers which apply to
these Federal Registry schools. We would also want the pay differ-
entials resulting from this tex credit to be large cnough so that
the supply of teachers desiring to teach in these Federal Registry
schools would cuceed, or at least equal, their demand.

Again, ve reiterate that we do not believe that such pay differ-

entials will cause individual teachers to markedly improve their

£y

1 . » L] (4 A g

David K. Cohen, "Policy for the Public Schoolsi Compensation
and Integration,” Harvard Education Review, XNEVITL (Winter, 1900),
p. 125.

R S e ELT ]

R e WY Ty



e

rv

~

teaching effort, What this program must do, if it is to succeed, is
to improve the quality of the teachers applying for positions in
‘ Registry schools. It is assumed that thcse. above average te;zchcrs
will retain their superior teaching skills in this new setting.
Various education  studies relating education  inputs to their
effect on education outputs have shown that certain teacher charac-
teristics have a great deal of influence on student performance. As

.an example, teacher verbal ability has been shown to have a strong

. .

positive effect on student achievement.,

In order to improve the level of teacher inputs in Federal Regis-~
try schodié, a score in the top 1/2 or 1/3 en these verbal ability
tests could be.a prerequisite for this income tax credit. Additional

C s ' . 3. ..
teacher characteristics, such as teacher experience,” which are proven

to be conducive to improved student performance could also be added as

2See Samuel S. Bowles and Henry M. Levin, "The Determinants of
of Hunan Resources, IIT (inter 1968), p. 1-24; Jessc Burkhead, Thomas
G. Fox, and John W. Holland, Input and Outout in lLarce Citw iich
Schools (Syracuse, N. Y.: Syracuse University Press, 1967; Eric A.
Hanushck, "The Edvcation of Negrees and Whites'; and Jehn F. Hain and
Eric A. Henushek, "On the Valuve of ‘'Equality of Educational Opportunity'
as a Cuide to Public Policy," Rarvard University, Program on Regional
and Urban Economics, Discussion Paper No. 36, 1968.

3See Bowles and Levin, vp. 1-24; Purhhead, ¥ox and Holland; and
Samucl M. Cooduan, The Assessmeat of Schoeol Qualdity, (Albanw, N. Y.
New York State Lducatien Department, 1%5%). XOTL: In an inceone tax
credit proposzl such as ours there is a built in incentive for the
more cxperienced, higher paid, teachers to apply for this progran.
This results from the fact that the greater the incouwe befors the
special deduction, the greater the actual tax savings.

n
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E prerequisites for such tax crcdits.a 'In this way, superior teaching
inputs would be assured to these schools. In addition, the credit
.. could be looked upon as a reward for superior écaching ability fnther
than for teaching in a stigmatized "combat pay" school.

Tvo additional refinements in such a system are possiblc. First,
if the maximum amount of tax deductible inco@e were set at a level
sufficient to make the supply of "qualified" tecachers greater than

their demand; a differential income deduction could be created seo

th;t‘for a givén dollar expenditure the greatest ‘possible increase in
quality teacher inputs would result., Under such a system, qualified
History teachers might only receive $3,000 in deductions while
éertain Science teachers might receive more (or vice versa). Regard-
less of the acceptability of the above "differentizl" proposal, we
also suggest the use of Citizen Advisory Doards for the purpose of

‘L

. selecting new teachers. When a position is open, all qualified bids
would be taken. The Citizen Advisory Board and the school adminis-
tration vwould then make the final selection. Such a board could
take into consideration, for example, racial and cthnic factors, as
well as years of tcaching experience and the level of qualifying
scores,

Ve propose that W.I.E. fund an experimental program to test the
effcctiveness of this type of incentive pay as a method of attract-

. . . : e 5 . .
ing higher quality tecachers to Federal Repistry schools. While in

4
For an exzcellent summary of these studics and the variables that
various yvesecarchers found to have positive effects on cducationud outr-
puts, sce: Martin T. Katzman, The Politiec] Feonory of Urban Schools,

(Cawbridpe, Mass.: Marvard University Press, 197)). Pp. 42, 43, 120,

35, 5 .\ . s .
. Tax deductions could posuiily be oifered to administrators in
Q ‘ederal Registry schools.  Such deductions could be bised upon the

E[{L(;NPFOVCHCHL of achicvement scores of thulr pupils.,
Phrir o e ' .
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the experinental stagpes, additions to gross pay rather than tax
deductions would be used.  These can bc.ndjustqd to see what dollar
amount is nceded to encourage teachers of a given quality to apgly
to these schools, Once this schedule is computed, it can be trans-
formed into equivalent taxable income deductions.

During this experimental progfam, we strongly sugnest that
gtudies be undertaken to measure the effectiveness of othér incen-—
ti%cs. Thesg_would include reduced teaching loads, teacher expense
accouﬁts, or sabbaticals as alternative options go the tax deduction.
If a teacher chose cne of the formeir, N.I.E. would put the deduction
money the teacher is giving up into a fund for the school to use in
hiring the additional teachers that would be necessary because of
the reduced ieaching time required of this teacher, Fin#lly, we
strongly urge that when this projebt is funded, enough money is
allocated as part of the project so as to enable a thorough analisis
and evaluation of the results.

Finally, with respect to the practicality of such a proposeal,
there is sone precedent to this form of federal incentive. At the
present time, National Dafense Education Act loans must be paid
back in full over a ten year period once schooling is completed.
lHowever, if the recipient chooses to teach in any school or college,
he may write off ten percent of the loan each year for a maximum of
five years. He then pays the remaining {ifty percent of the loan

. .
over the folleowing five years. But, if the recipient of an NDEA
loan chooses to teach in an elewentary or-seccndary schoel listed

in the Federal Registry, he may deduct fifteen percent of the prin-

ciple cach year up to the fuli amount of the loan.

Aruitoxt provided by Eic:



E

JI. A PROPOSED ENPERIMENT IN VOTING METHCDS DESIGRED TO IMPROVE

THE LEVEL ARD CONPOSITION OF RESOURCES IN EDUCATION

Abstract

For the education sector to best serve society, the values and
préferences of Fhe community must be made a critical input into public
decision making. Experimentation with alternative voting techniques
may increasc our knowledsze of people's desires and increase community
involvement in resource allocation between and within the private and
public sectors. Furthermore, this involvement may not onl& inprove
the vorkings of the social sector but also reduce community resentnent
of and resistance to public sector expansion. That is, closer coordi-
nation betwsen individual values and social choices may very well lead

voters to choose a higher level of educational expenditures.

O

RIC
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In spite of the apparent difficulties for adwinistrators, extended
use of the public vote provides an important veapon in the increasingly
difficult fiscal wars being fought by the public system of ecducation.

At various times decisions within the social sphere are necessarily made
by publicly clected officials, group clecﬁed officials (committees),
appointed administrators, civil servants,.brofcssionals and many others

who are more or less responsible to broad social interests and tastes.

Campaigns, advertising, lobbying, logrolling, legal action, boycotts,

protests and, regrettably, even intimidation are methods by which
individuals or social groups attempt to alter these decisions. Discus-
sions, interviews, written surveys and informai testing of étﬁitudes
or feelings are methods by which decision makers within the.50cia1
sector attenpt to determine soc;al - ultimately individual - values.

Ultimately of course it is the amalgam of these individual values

which determines the optimal level and composition of public goods

and services.

The basic problem facing decision makers within the social sector
who would maximize social well-being is to determine the nature of the
individual values which comprise the ultimately desired set of social
values. On the other hand, the basic problemlfacing the indivicdual
within our éociety is to find a mechanism by which he can reveal his
preferences concerning the optimal level and composition of goods and
services provided by the social sector. Within a system in which
inéividual values have significance, no single person will have & set
of tastes and atlitudes concerning the provision of social goods which

is perfectly representative of all other individuals. This suggests

that decisions concerning the provision of publis goods should be made



by the smallest possible unit judged to be significantly affected by
those decisions. .ﬂﬁis allows individual dcéisions to be weighed more
heavily in the decision making process and is consistent with Presi-
dent Nixon's recent statement made in relation to the education
system that he is "determined to see to ié that the flow of power...

1

goes toward, and not away from, the local community.'"” Furthermore,

s

the division of "communities' into smaller units for purposes of

'social decision making, provides individuals with a wider range of

choice should they decide to "vote with their feet" by moving into

an area where others have an evaluation of the optimal conmposition
2

of public goods more consistent with their own.” The desirability
of smaller districts is at some point offset by considerations of

- operational efficiency. With respect to education, the question
of the optimal.composition of services decals with such things as the
student teacher ratio, technical aids and equipment, adﬁinistrative
composition and size, nature and extent of extracurriculer activities,
type of construction, clerical staff; and with such programs as
english, chemistry, foreign languages, music, art and vocational
training.

‘Short of moving to another district where the determined compos-

ition of public goods is more in kecping with his owm preferences,
an individual can attempt to reveal his preferences to those in the
decision making structure. Voting is the generally accepted means

of revealing preferences. Cultural and social values, political

1From the President's Special Message to Congress on Education
Reform, MHarch 3, 1970, as printed in the Rew York Tiwmes, March 4,
1970, p. 28. '
o . 2- o " o . Ve, . "
ERIC Charles M. Fichout, "A Pure Theory of lLocal Expenditures,
ammamirna) _of Political Neonomy, LAIV, 5 (October, 195G), pp. 416424,
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principles, and our legal structure all peint to voting as the ultimate
means by which individuals register preferences and by which social
decision makers attempt to determine these prefercnces.  More cdmpletc
information is patentially available through a public vote, and certainly
the public vote provides a more general evaluation of individual prefer-
ences, than dependence on such things as discussions, interviews, adver-
tising and protests. Voting is also to be preferred to moving as a
mééns of expressing social preferences in the sense that moving is
gencrélly costl}, and often impossible, duc to social and economic
constraints faced by the individual.

Furthermore, the theory of social choice suggests that individuals
will choose to support public expenditures at a higher level when the
composition of these expenditures more closely reflects their own

3 o aa \ .
preferences. As indicated in sections C.2. and C.3. above, much of

. the present crisis in our public schools can be related to the feeling

of noniavolvement in the decision making process and a growing frus-
tration on the part of those who would affect this process. The
argunent for smaller size, so that the individual can identify with
the decision malking process and the resulting social preference
pattern, is supported by ewpirical as well as theoretical evidence.

A statis#ical study ¢f the fiscal performance of 529 school districts
concludes that "there is considerable evidence to suggest that the
combination of public vote and relatively wodest size (enrellment) is

’ I/
. . . ‘s . . . . 1
effective in maintaining the school districts cconomic performance.™

3, , . e :
(ichard A, Musgrave, Theory of Public Finsnce, Yews York, 1959,
pp. 155-57. ) -

of School Ristricts, TAK Research bulletin, VILI, 1 (Fovewber 1967), p. 6.

ERIC -
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BALLOT 1
Construction of a school at the cost of cne millien dollars
to be financed by a - mil increasc in the property tax.
(Change) (Status Quo)

Yes No X

S - o t———————

’ BALLOT 2

Construction of a school at the cost of one million dollars
to be financed by:

(Change) (Status Quo)
a) a - mil increase in
the property tax Yes No X
b) a - percent increase _
in the city gales tax Yes X Yo

c€) a - percent surtax
on the city income
tax Yes X No




reflected.  The "more is better"” syndrome without proper ceusideraiion
of the optimal couposition of educational inputs may be reflected in
the surprisingly stable breakdown of relative inputs in education as
reflected in Table 25 in the Statistical Appendix and section C.3.
above. The absolute mawimum concept may also lead its advocates to

make what will be unkept promises with the resulting resantnent and

possible backlash.

ALTERNATIVE VOTING SYSTEMS TO BE TESTED AND EVALUATED

The fi%st alternative voting system to be tested and evaluated
differs from the present system mainly in the number of alternatives
to the status quo on which the individual can reveal his preference,
This might be characterized as a system of multiple choice voting
I(as contrasted to the present all or nothing choice which might te
meaningfully characterized as a system of minimum choice).

For example, under the prescnt system, a given voter might be
faced with (1) the choice of voting yes for 2 million dollar school
financed by an increase ip the property tax o¥ voéing no that the
existing facilities nust suffice. Now, consider facing this
partiéular ﬁoter with (2) the choice of voting yes for z million
dé]lar school financed by an increase in the property tas, or the

sales tax, or the income tax. The alternatives facing the voter

arc indicated on ballots 1 and 2 below, This particular individual's
rar E )

8Thc concept of nultiple choice votfn" Is discussed within a
broader framevorl by Fnut Wicksell, izﬂﬁﬁ;'bfolﬂ irche it
und _das Steanveson 8 Joena, Goerivny, 1895, pp. LV=%
101--109, ln ]th Lratislation: H. A. HQusprave and Alan V. Peacoch

@)y Clancics in the theory of Public Yiasuce, "A Hew Theory of
E[{l(:ldznllun,” S Huchanan (Lra us. ), wew York, 1962, pp. 72118,
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values would Jead him to voteo ng&inst an increase in cducation expend-
itures when faced with Ballot 1. This voting process Qould have
alloved hinm to reveal some part of his preferences to the decision
makers in the public scctor., It is likely that these revealed prefer-
ences would have been improperly interpretcé as oppesition to increased
education expenditures.

When, and if, presented with Ballot 2, ho&cver, tﬁis voter would
bc;able to reveal a prefercnce for increased education expenditures
and a set of values which brought him to reveal - when enzbled to do
so - aﬁ overriding objection to an increase in property taxes (see
section A.2. in the Overview). Ballot 2, as corpared to Ballot 1,
mipht lead to social choice being more compatible with the individual's
values (if B)er ¢) on ballot two won a majority); would increase the
individual's feeling of involvemcnt in the decision making process
(gegardlcss of the outcoime}; and increase society's knowledge of the
individual's values and preferences (regardless of the oﬁtcomc).
Minority views could better be taken account of in the formulation of
future ballot ‘alternatives on thé basis of preicrences revealed on
preccding ballots,

I1f any of the alternatives on Ballot 2 received a najority the
indicated acti@n vould be carried out. If two or more alterﬁatives
recéivad a2 majority, the alternative receiving the highest number of
ballots would be chosen

blcar]y the chosen level of expenditures might be considerably
higher under a system of multiple choice voting in which the indivi-
dual voter had the opportunity of opting fo; any combination of

“¢-ibildities. It is highly unlikely, however, that expendizores

RIC
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wvould fall as the result of wmultiple choice voting as compared to a

system of minimum choice voting. TFor example, we would hardly expect

a majority of yes votes on Ballot 1 and a majority of no votaes on
alternative a), as well as alternatives b) and c¢) on Ballot 2. The
presently employed voting systewm coratitutes a strong force against

change by offering voters only a single alternztive which different

voters might oppose for a wide variety of reasons.

. One further illustration will be used to, show how a system of

.

muitiple chcice voting might lead directly to an increase in
educational expenditures. Given the alternatives represented on
Ballot 3, a given ir .ividual would vote for a school costing one
million dollars if it is financed by either an increase in the
sales tax» (Ib) or the income téx (Ic), while voting for a school
costing one and a half million dollars only if it is financed by

. an increase in the income tax (IIc). Any number of expenditurs
proposals can be combined with any number of tax proposals limited
only by the requirement of keeping the ballot manageable.

Plurality voting or unit rankinz provides another alternative

to the present voting system. This system is more familiar as it
is often employed by voluntary social organizations. A similar
system is also widely used to reveal preferences or evaluations
in the judging of beauty contests and athletic events. Under this
system the individual ié asked to rank altermative choices in the
oréer oy preference. The winning alternative is chosen on th-
basis of the total score obtained by é mming each voter's ranking

of the available alternatives, N

ERIC
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RALLOT 3

I. Construction of a school at the cost of one million dollars
to be financed by:

{Change) (Stat s Quo)

a) a - mil increase in

the property tax Yes - No X
b) a - perceat inciease

. . in the city sales tax Yes X No 3

c) a - percent surtax

on the city income

tax Yes X No

II. Construction of a school at the cost of one end a half
million dollars to Lie financed by: :

(Change) (Status Quo)
a) a - mil increase
in the property tax. Yes No X
b) & - percent i~crease
in the city sales tax Yes No X
c) a - percent surtax on
the city income tax Yes X Ho

ERIC
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The system of plurality voting is designed to reveal a broader

range of the individual's preferences than is possible under the
present system. By reflecting the entire pattera of individual
preferences, the plurality system gives some weight to minority
values. For example, consider the preferences of individuals X, Y,
and Z for the alternatives (a), (b), (c),.and (d) to be reflected
by the rankings shown in the following table. Under the present
:mechanism of majority rule, alternative (a) would be chosen. Under
the pluraliéy rule, alternative (b) would be chosen. Use of the
plurality rule would tazke account of individual Z's strong opposi-
tion to alternative (a) - ranking (a) last - and the relatively
weak preference of both individuals X and Y for alterrative (b)

over (a) - ranking (b) first and (a) second.

ALTERNATIVES

(a) (b) (c) (d)

X ) 2 4 3
Y 1 2 3 4
INDIVIDUALS |
Z 4 1 2 3
(TOTALS)- (6) (5) (9) (10)

In this case, weighing of minority views would alter the out-
come that would have resulted frow the use of majority rule. The
plurality voting system could also be designed to sinply alleow indi-
viduals to revcal a broader vange of the?r preferences to the decision
makers within the system. That is,-alternative (a) might be chosen

N .
i) the basis of the majority rule even thouph voters arce givcn?ihe
ERIC

mmmEmoY Lunity to rank various dlternatives., UHhile not altering the



wltimate decision rule, this would qjlnw furtner gecisions on the

e
P

education systeu, and the choice of alterastives to be placed on

futurc ballots, to take account of a broader range of individual

N

prefercences.

While the plurality or unit ranking system of voting is rwore

revealing of individual voter attitudes, it does not permit the

voter to reveal the intensity of his feelings. Unit ranking is

“quite satisfactory or complete vhen the individual. is faced with

a ‘conntinuous set of alternatives.

This is also true vhen the

discontinuous set of alternatives facing the voter are separated

by a consistent differential in that voter's prefecrence structure.

Plurality voting is less satisfactory, however, when differences

in value associated with any two consecutive alternatives are

widely separated.

It would be interesting to know for example

by what margin individuals X and Y preferred alternative (b)

to alternative (a) in the illustration above.

A point veting svstem would allow individuals to reveal the

intensity of their feelings.

For example, each voter might be

given one hundred points which he could allocate to the various

alternatives in relation to the relative weight that each carried

.in his preference function.

The following allocation of points

would be consistent with the above rankings of individuals X, Y

and Z of the alternatives (a), (b), (c) and (d).

IND1VIDUALS

TOTAL

ALTERNATIVES
(a), (b) (c) (d) Total
30 28 20 22 100
80 10 6 4 100
15 32 29 24 100

50 300

125 . 10 a5



With a pu:nt Vutlnb u\sl'm, alternative (a) would again be

chosen over ullcrndtle (h) Jhl; rérultn from individual Y's -
strong preference for his first choice () over hlq sccond choice
(b). On the other hand, if individual Y had a preference structure
similar to that of jindividual X, alternative (b) would be chosen
over alternative (a) even though both X and Y would have a slight
breference for (a) ovex (ﬁ). The total points for alternatives
(a), (b), (c) and (d) under these conditions woﬁld be 75, 88, 68
and 69 rcspectively. llere point voting would lead to the same
social ranking of alternatives as plurality or unit voting

There are obvious difficulties with the point voting system
as a means of reflecting the preferences of individual voters.
We have assumed that people would, in fact, rate alternatives in
a fashion vhich reflects their true preferences. The possibility
of voter strategy has been disregarded. This may be unreasonablé,
however, in the case of point voting. TFor example, if Y has the
same preferences as X, it would be to his slight advantage to
misrepresent these preferences and allocate his one hundred
points as shown above. Vhile strategy becomes potentially
impoxrtant under a system of point voting, its significance is
redpccd as thé number of votcrs involved increases. That is,
Y's one hundred points out of a total of three hundred provides
him with a considerable incentive to use strategy in allocating

. 1
his votes. As the number of voters increascs, however, the
possibility of Y being able to affect the final outcome by mis-
representing his preferences is reducced
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coxCLUSION ~— : e

There are, of course, certain cducational decisions which must
be left to professional educators and administrﬁtors. For example,
the optimal location of a new school fequifcs knowledge of projected
popu}ation growth and changes in population density., Such information
might not be generally available nor casil§ interpreted by the average

voter. Recent information on such matters as teaching technigques,

school architecture, curriculum developnents, and technological

innovations ;rc difficult enough for professional educators to stay
abreast of and to evaluate. The need to obtain and interpret pro-
jected manpower neceds is insufficiently met by educators themselves.
These are all questions of the best means by which certain educa-
tional goals can be met. It seems certain, howevef, that the public
vote can be more cffectively erployed to help determine the set of ‘
goals to be pursued by the educational system. If the society which
is being asked to support the education system is to do so willingly
and generously, we must continie to look for better means of deter-
mining vhat it is that society would have that system accomplish.
This is not meant to suggest that education should not work to alter
valucs and.tastcs (although this may be damzging to fiscal perform-
énce),nor that professional educators should be stripped of decision
making power within the social sector; but only that wore consider-
ation be given to the set of goals and preferences of the socicty
which the cducation systen is designed to serve--and in which it
must exist. In order to zive more consideration to broad social

G~1ls and preferences weanust know more about them.

ERIC
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ITI. PROPOSALS TO IMI'ROVE PULLIC COXTROL OVER
KESCURCE ALLOCATION 1IN LEDUCATION

Abstract

With the exception of some large-city school districts the
organizational structure of public school govérnment appears to
ﬁe recasonably sound, so there is reason to pursue the question of
vhether tﬁe e%fectiveness of‘this structure might be improved.
It secms likely that a major cause of ineffectiveness within the
existing structure is to be found in outmoded state laws govern-—
ing public education. It seems possible that another cause of
ineffcgtiveness stems from a pervasive attitude within the
education sub-culture vhich emphasizas that only educators are
qualified to make cducational policy. (Bureaugratization may be
viewed as a manifestation of this attitude, and apathy toward
school board clcctiqns as a consequence of bureaucratization.)
Of these interrelated causes of ineffectivencss, the problem.of
state laws is the easiest to identify, and we propose N.I.E.
sponsored work sessions to examine it. However, if the "'sub-
culture hypothesis" is correct, such laws may be only one of
many barriers to effective public contrel. Hence, we see the
"legal vork sessions" as a starting point for exploration of b////
somé less tangible factors associated with attitudes of school
board members and superintendents. Four Felatcd supgpestions are
also listed. .

ERIC
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A Preliminary question: Is it desirable to have public centrol over

cducation? It may appear that an affirmativd answer would be widely
accepted, but our analysis (see 1. C.) leads us to conclude that an
affirmative answer implies that public control at the locgl level
should be increased. Stated in this form . the proposition is contro-
versial and runs counter to views which wefc generally accepted prior
to the 1960's. We are herc dealing with a policy question rather than

a  rescarch question, but it may be helpful to mention some factors

.which tend to justify a shift in position on this issue.

In the past it could be plausibly argued that in many communities

professional educators were better representatives of the public inter-

est than the elected representatives of the public because of defects
in the electoral process, such as disenfranchisement and/or political
apathy of minorities, disproporticnate representation, etc. Court
decisions and other events in the 1960's make this argument wuch less
plausible than it was previously; it is not easy to cast a teachers'
union in the role of defender of black children when it.is negotiating
with a school board composed of their parents..

In the past it could be plausibly argued that education was
desired as a means to an end, namely cconomic érowth. Given this
view, questions about educational programs are essentiall? scientific
——fhc expert decides vhether instruction in mathematics or biology
will contribute more to economic groﬁth. In part becauée of the

.
rapid econonmic growth in the 1960's thc.dcsifc for growth has dwindled,

and many iomilies now view education partly as an end in itself. This

shift in viewpoint reduces the role of cxpertise.
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i

The above remarks are intended to be sugpestive rather then per-
suasive; the question of the desirability of public control over
education involves broad value judgrents which are not dealt with
here. 1If cffective public control is desired, our analysis suggests
that the following measures are worth considering.

1. Investigation of the desirability of Citizens' Advisory

\
Y
Councils for individual schools

Such councils could work mainly with -the school principal;

_ only in case of serious.conilict would it be necessary to

. appecal to higher levels. They could be effective instru-
ments of public control if the school board supports then
when appropriate and if the principal is given some flex-
ibility. Their effectiveness would be enhanced if they
could participate in school budgeting (see item 2),
and such participation would help produce public under-
standing of the problems involved in meeting educational
nceds with limited resources.

2. Investication of the desirebility and feasibility of
’ budrets for individuval schools
3. Investipgaticon of the effects on educational efficiency .

of boud and budcet referenca.

Suggested bypotheses: (a) The need to obtain voter approval

is a healthy iniluence on efficiency because it pressures school

districts to invite public participation and 'scrutiny. (b) The

need to obtain voter approval is detrimental to efficiency because

voters--many of whom have little interest in schools --are asked to

give a yes or no vote on complex issues such as construction programs

and budgets which arc understandablc only to professionals and well-

informed layren., (c) ‘The nced to obtain voter approval is detri-

mcntal to el{ficiency because it pressures school administrators and

board members to spend inordinate amounts of time as "salesmen," and
’ they arce thercfore unable to give proper attention to other important

[:Rdf:lcrb. (d) The need o obtain voter approval is detrimental to
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——effective communication from-the—comsunity—to—the—scheol—systen-because

.

E

it pressures school employees and board members to be defensive about
all aspects of the system, with the result that they cannot listen
attentively to eriticism.

Methods of investigation: survey of literature, comparative studies,
interviews., Purpose: to provide support for proposed financial

reforis.

. 4. Program to provide education for citizens about their local

. ‘

school svsten.

N. I. E. could provide short courses for citizens to enable them
to learn about the organizational structure, instructional program,
budget, of their local school system, relevant state laws, ctc. The
instructor should be knowledgezble about the local systen but not
emplo&cd by it. Tuition might be chavged but waived for low-income

participants. For an example of the nature of the material which

might be covered, sce Ellen Lurie, low To Chenge the Schools: A

t

Parents' Action Mandtook on How To Fight the System (New York:

Random llouse, 1970).

’
. . "
5. A progran to increase the ecffecctivencss of school lLioards

Section 1I. C. pointad out that the existing structure of educa-
tional government is bacically sound but there is some cvidence that
in nractice school boards do not govern. VWe are unable to pinpoint
the cause of the difficulty but suspect that a number of related
fa;tors are involved. Accordingly the proposced program described
only the starting point in detail, with suggestions for further

development contingent upon initial experience.

O
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mesbers and superintendents in vavious geographic arcas ccontaining six
to fwelvc districts. The announced purpose of .these sessions would be
to discuss the effects of state laws on lqcal districts focusing on
those which are thought to impede effectiveness.

In advance ofAthe sessions, N.I.E. would arrange for participating
bosrds to meke vidcotapé recordings of their meetings, including some
?nteractiop with the public. N.I.E. would send representatives (prefer-
abiy with skill in human rélations) and provide lawyers as consultants;
the®e might well be school atforneys, but arrangrments should be such
as to mix participants from different districts.

Explanation: ﬁany school laws were enacted when districts were small
and nay now be dysfuvnctional. Court:decisions like Serrano vs. Priest
may couse substantial veforw of school laws, so now is an opporfune
.time to formulate recoismendations on non-financial issues as well.

In particular, we believe that teacher-tenure laws need to be re-
examined in light of the events of the 1960's. Although theoretically
such questions fall within the province of state departments of edﬂca—
tion and state associations >f school boards, it appears that N.I.E.
could perform a useful role as a change agent by stirulating discussion,
gathéring information from a number of states with diffcrent laws, and
formulating rccommendations to guide state legislators.

A specific question to be explored is the extent to vhich statc
la;s impede the effectiveness of school board meetings by forcing the
board to deal with routinz administrative matters such as teacher

appointments. (If public-participation is desirable, it cught to occur

E i%ztho building level. Sce item 2.) This would implicitly be an
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exploration of the validity oé aliggnéions that some Qﬁpcrintendenfs
keep scheol boards occupied with trivia so as go prevent then frem
"maddlingﬁ in important issuas. (In the face of teacher militance,
superintendents logically should side with thé board, but due to
cultural lag, some superintendents may still'be operating in a manner
vhich was stylish in the early 1960's.) This issuc need not be met
head on; participants would learn from videotapes and thrcugh dis-

. . S '
cussions with board members, superintendents, and attorneys from

.
¢

districts other than their own. Quite possibly, much of the problem
is the fault of boaru members; if so, observation of the videotapes
might cause substantial change.
Second, employ human relations spepialists to examiﬁe the video-
tapes of schocl brard meetings, iﬁcluding interchange with public.
. Un the basis of this information plus reports {rom N.I.E., partici-
pants in the initial work sessions decide whether further sessions
are appropriate, possibly in the area of humen relations training
(hot sencitivity training) for superintendents and school board
members to reduce defensiveness and increcase listening skills when
dealing with the public. Board-superintendent relations iight also
be treated.
~ Third, (if appropriate), publish a handbook for school board
members if studies reveal that those supplied by state departments
of education and school board associations fail to tell it like it

]

is.

'El{fc |
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Josepht Pois, The School Board Cris

» : (Chicapo:
Educational lethoeds, luc., J'U'o), PP -0;-171.

Roscea C. Martin, "Schonl Government,'" in Alan Roscnthal, Govorninwe
Education (Garden City, N. Y.: Anchor Books, 1969), especially
PP 270—"b2. : s

David Rogers, 110 Livineston Street (New York: Random House, 1968),
Pp. 222-232, 240, . )

Lavrence Iaanacone, Po1 .tics in Education \\uw York: Center for Applied
Research in Education, 1967), pp. 6-29.

- . Exhibit A

(Kete by W. Yordoa: Of the fairly extensive litevature about School
Boards which I have read, I find little vhich rings true in terms of
my experience as a board member. Pois' bock is exceptional. It is
my impression that :much of the literature on school government is
written within the framevork of what Roscoe Martin refers to as "the
public school mythology.'" The aukwardness of the propusals above,
vyesults frem my helief that it dis necessary to penctrate the veil
which this mythology imposes, and that the problem with school govern-
ment is not just the existing structure of state 1aws, but also some-~
thing in the education suboulture., Soue quotations frem Martin nay
help to indicate ilte nature of the quarry.)

From Governing Education, ed. Alaa Rosenthal, pp. 278-280, 281-28£2,

. «.For the development vhich over the course of a century
closed the doors to intruders, p*odvccd'pov=rful professional
associations, generated a pride in vorkmanship, eventuated in
confidence in and respect for culling - thiese sanme develepnents
woere accoupanied by sccondary effects whieh 1n the agpregate
produced an advanced spirit of burcaueracy. Professicen and
bureaucracy achieved realization side by side among the ¢
school tcachors,

Evidence to support this conclusion is not far to seck., A
brief flashliacik into public school history will disclese its
nature. Farly there was the central assuuption that pudlic

+ education is a unicue {unctioa of government., From this single
basic prOponitjon has prewn the claborate mytholeogy with which
the public schools are surrounded today: that public ccucation,
being a unigue public function, wmust therefore be z2ccorvded
separate and gapceial treatient that it is dangerous for the
public school to be‘associated with any othar public under-
taking, that tie schools sust have nothing to do with general

o politics, that the schools ar2 boLp_thc priwe exemplar and
IC the chief chanpion of democracy. They
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Exhibit A (continued)
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can boe elaborated at any lenpith, but these major teaets

vill suffice to recall its central nature. 7Tt will be under-
stood that wvhat is here called mytholopy is not mythology

at all to thosz vho profess it, but sound and tested doctrine
instead, The nythelogical origins of the dectrine are in truth
all but lost in the mists of history, though its heavy

freight of tradition attests its uncertain beginnings and

its experimental development.

Four burcaucratic nrogeny of the public school mytholegy
may be singled out for brief mention., TFirst is the revernnce
for form, at vhatever expense to suhstance, his reveals
itself in deep respect for procedurzl rules, aifection for
familiar thiugs, and suspicion of innovation. Second is
the brisk defensiveness which flows speontancously from sen-
sitivity to criticisn. This state of mind arravs the school-
men, as the defenders of the public school Fzith, arainst
the critics, even the sympathetic eritics, who are rvegarded
alwost uniforwly as attackers., This leads inevitably to the
we-they dichotemyv: we who defend the public school vs. those
who seek to destroy it. Third is the bland assumption of
professional rightness, manifest in the invocation of
tradition, and in a priori reasconing -~ the assertion of firnly
heid belicfs as facts., Fourth is the honogenized character
of the practitioners — their common orising, their uniforn

(end well night urniversal) belief svsten, their unccminon i
loyalty and dedication to the pursuit of common poals, Thé
prircipal insirurents in the henegenizing vrocess are the

-

teachers colleges and the universite Zernartrments of education,
and after these the professional associatisns,

A comparison product of the leng road te profession is a
vell-tyained, seasoned bureaucracy with a universal bedy of
doctrine and a firm commitrent to its observance and expan-
sion. If the teaching profession has not vet achieved the
monclithic qualities of medicine or the law, it is neverthe-
less well along the vay toward attziuwment of that professionslly
enviable status,

The traditional role of the suverintendent, the chief of
the public school's professi-mal stafi, has chznped in two
important respects in rece.. vears, Tt uight be wore accurate
to say that incressed understanding enzbles us to see the
superintendent's role move clearly and more realistically
than it was perceived three decades ago, and that increased
understanding has brought with it a <ow appreciation of two
inportant aspects of that role. TFirst, the superintenden
has emerged during the last few decades ag the leader rather
than the servant of the scheol heard, Iis is uo journevean's
job, and hc is no handymsn merely to do the bidding of the
board once policy hag been established. On the contrary,
he is at Jeast as wuch a policy wmiker as bue is a nanager in
the narrow sensc; for he enjovs an cupertise, a professional
reputation, and a copnunity position wvhich combine to give
him an almost irresistible voice in school  affairs.
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Exhibit A (rotanued)
'}) \ Alan Roscenthal has vade a sigﬁificnnt study 0{ this sub--
. f\'\’ ‘,' . jecto Mo divides school dssves 1uto L070 L‘.ﬂl.k._.,(‘!“.l'.‘..f;: esoteric,
. ;\’_ ! | vhich, beins professicnal or technical in wature, pave a .
if} v ‘ narrov-audicnce appeal, and exoteric, which, boing more broadly
-Q /) \\\! political in nature, have 2 wide-audience appreal.  The former
S )' K b ve may call internal (school-centered), the latter public.
/) ¢ J ; N Reparding interaanl lssuQS, Rosenthal found the influence
\ RN '! of the superintendent to be truly overvheliing; except in
/

extreme circumstances, it simply does not occur & anyone
A v v/ to question his recermmendations or his actions. Cencerning

| g%u \}‘ (‘ N / public issues his influvence is less in ovidence but scarcely
/,) 3"?\\ less Offcctivc' for he defines the issucs, nproposes a?ceptablc
U .fuyc alternztives (and rejects those not acceptable), provides
s 'ammunltlon for the school gvokesmén, and in the end implements
5\ L . the decisions reached. FRosenthal concludes that '“school
N \ matters are and probably will continue to be the special
Qé preserve of the educational experts. Their pleas of

smpotence, notwithstanding, the Gd“C"tO“S run tmerica's
schools." (Alan Rosenthal, '"Community leadership and
Public School Politics: Two Casc FluulLa,' Princeton
University, unpublished Ph.D. dissertatiom, 1960). The
assage quoted eppears at p. 498.

« « « The emergence of a poxerful leader in the vperson of

the superintendent has brought with it 2 concemitant decline
. : in the position of the scheol bourd, There is & reciproceal

relation between adminiezrator and bhoard which tends to

ensure that as one grows in statu*a the other will

diminish. DPassing by anv possible adverse effect of this

trend on democratic governnent, Lhe bureaucracy views it

with equanimity. To both adnlnnsL* tors and teachers, but

more especially to the forwer, it signirfies the professional

coming-of-age of the SUDPY;ﬂLC“dPut aleng with acceptance

by the board of the fundamental rele of expertiess in manaying

the affairs of the schools. The superintendent is  happles

vhen he is worling with a tame board; he has one increasin

as he consolidates in his liends more and rore responsibili

for policy leadership within the board and public represen

tion without, .

}- rr

[ RN
v
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P

P

e *

. . . Classroom tecachers are not to be conmpared with super-
intendents for surfece influcnce — for the weig ght of their
voice in determining high policy, for arpuing thit policy
. before the schonl board, for cupounding it,before the puslic.
Yet their role is not to be miniwmized, for thew have a
elgniflcint part to plav in school povernment. Foy cne ching,
they couprise an overwvhelming pereentage of the schoul
burcaucracy and so through dint of sheer wwbers vield
great influencer ‘They constitute a tulwerk of support in
any school political campaign. They arc the principal linw
‘ between the superintendent and tive boavd of cducation on
the onc hand and the schon) patrons on the cother.  Through
their relations vith the Pavent-leacher Asscciation they have

Q
ERIC a rffu]nr;.cﬁ chnnnv] of contacts vhich fur the Juporxntuarunt
ros o v 1l Lo et v b chonee anld en'hww trent, An bureaus
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crats, thev close ranks behind the superintendent
for the furtherance of educatioaal policy and the

-

solidification of nublic schoel doc;rlae.

It is the classroon, however, that L‘ae\' exert their
greatest influcnce. Here the sLuuhnL ]Pc ax that the
schools are sacrosanct, that any criticisn of public
education is an attack on the foundaticns of t
Here he lear teo, that governmen” (particulﬂ
government) i a SCYTY buslnoss and politics unclean.
It is in the classroom, in short, that the an iéemocratic
freight of the scheol-nen's doctrine makes its grea
impuct on the voung citizen, The destructive conse
quences of this antigovernment attitude could have been
forctold with cemplete assurance; unhadpily, they are now
a matter of record., They are to be scen in citizes
ignorance of public issues, in absence of interest in
public affairs, in failure to tzke part in the democratic
process, in scorn of governuent and contenpt of i~liticians,
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. (From Joseph Pois, The School Mnard Crisis, pn, 216-7)

APPERDIX IT:
JAGENDA TOR MEKRTING

OF TBE BOARD OF FDUCATION
HELD JAXUARY 11, 1961

Unfinished Business

Report XNo,
68582

68617-M

63636

68652

S

Acquire for School Purposes the Real Ystate Located zt
the Rorth East Cornmer of W. Bryn Mawr and N, St. Louis
Aves,, containing 13,535 Square Feet.

Extend briver Education Program.
Acquire for School Purposes the Real Estate Located on
S. Phillips Ave. between E. 92nd and E. 93r? Sts.,

containing approximately 31,375 Sqguare Feet,

General Superintendent's Report of Repairs and Purchases
and Salvage Sales Not in Excess of $5,000.00 for the

‘Month of November, 1960,

Reports Presented by the General Superintendent of Schcols

Repert No.
68661

68662

68663

656064
680665

68666
68667

68668

68669
®
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Avard Teachers' Certificates, etc.

Teacher Personnel Report.

Authorize Employment of Evening School Teachers, Voca-
tional School Teachers and Americanization Teachers,

Appoint Additional Special Project Staff,

Appoint Additional Special Project Staff,

Authorize Social Centers and Sccial Activities in

Schools,

Authority to Purchase Perishsbles for Lunchrooms and
Purchases in an Mmount Less than $5,000,00,

Authorize Purchase of Various Items of Supplies,
Materials and Services.

Accept Bid-Purchase Apreement-Towel Service-Sundry
Schools and Office Services.



88670
1"5671

68672

68673

68674

68675

68676
68677
68678
‘8679
68680
68681
68682
68683

68684

68685

t
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%

Accept Bids., Purchase Acveement, Fresh Vruit Juice

Drinks, Sundry School Lunchroonms,

Accept Bids. Purchase Acreement, Vinyl Ceated
Prapery Material., Bureau of feneral Maintenance and
Repair. Shade bBivision,

Accept Bids., Purchase Agreement, Fiber Glass Drapery
Material, Burecau of General Maintenance and Repair.

Shade Division,

Issue Orders, Crackers and Ceokies. Sundry School
Lunchrooms and Stadiums,

Issue Orders. 3Botter and Eggs. Sundry School Lunchrsoms,

Issue Orders - Money Transvort Service - Sundry
School Lunchrooms, Stadiums and School Offices.

Issue Orders - Linen Supply Service - Sundry School
‘unchrooms and Stadiums.

Issue Orders - Ice Cream - Sundry QChool LunchrOOﬂ,
and Stadiums.

Issue Orders - Ice - Sundry School Lunchrooms and Stadiums.

Accept Bid - Purchase Agreement - Progect:on Lamps -~

biv, Visual Edutation,

Accept Bid - Miscellaneous Trucking Service for 1961 =~
All Department. '

Accept Bid - Purchase Agreement - Glass - Sundry Schools.
Accept Bid - Service Agreenent - Package Delivery Service -
Div, of Visual Education - Bureau of 0£11ce Services -

Bureau of Purchases' Book Reguisition Section.

Accapt Bid - Purchase Agreement - Limestone Screenings -
Sundry School Sites

Accept Bid - Purchase Agreement - O\ygen and Acetylene -
Sundry Schools and Shops,

Accept Bid - Purchase Agreement - Electric Lamps

! . Y
(e eetara)
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IV, COLLECTION, EVALUATION ARD BISSEMINATION OF ELUCATIORN IRFORMATION

Abstract

Much of the existing'statistical infeormation on the education
industry is incomsisteant, irrelevant, and not readily available to the
inleyested researcher. Thesé problems arise out of the lack of a
theoretical wmodel which would identify and relate the inputs and out-
buts of the education industry. Ir oxrder to facilitate additional
collection, eval;ation, and dissemination of education statistics,
we propose that funds be allocated for reésearch in cdaveloping a
formal theoretical framework for the education . industry siwdlar to

the National Income Accounts of the United States economy.



A formal theoretical framevork which-spccifies the significant
' social and econumic indicuators of grov.'t.lx and development in the
education industry would allow f{or the efficient collecticn, evslu—
» ation, and dissemination of information necessary for effective
decision making involving the future growth and development of this
increasingly important sector of our economf. Without some sort of
Framework, several problems arise when attompting to d%aw conclusicns
based on a vast body of discontinuous and informally organized statis-
ticai data. Uéon conpleting primary research concerning the acquisi-
tion and allocation of educational resources, we have observed that
raw data dealing with the education industry is characteristic of
the problems which arise from collecting data without a formal
theoretical framework.

Much of the faw statistical data on cducation is collected by
the National Center for Lducation  Statistics., This information is
the primary data base for the publications of several organizations
other than the National Center.’ Although a great deal of the
information is the sawme there is some variance in the actual statis-
tics.. For any individual statistic the varianée is minor, however
numerous differences throughout these scurces of information force
the researcher to question the consistency of the data, and the
significance of changes in various statistical information.  Some
of the incensistency between these studies arises out of different

, . .
accounting techniques. Tor exznple, one report may include }ibrar?ans
under administrative staff, vhile another counts libravians along

with teachers. One study of the statistical inconsistency in education

o lgggkiuggigf the St :tes, 1971. Research Division, Rational

EI{L(;aLion Association, 54,
Possi .
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data indicated that these variances may range from ten to forty percent.’

. The decentralized character of the cducatien industry aiso gives rise
to the necessity of collecting data at the state and district levels
increasing the possibility of data inconsistency caused by differing
accounting techniques.

When dealing with questions of equity agd efficiency in obtaining
and gl]ocating cducation .rcsourées, the reseurcher is not only inter-
esfed in the_variation in expenditures between states but in the vari-
atioﬂ within séates and within districts. While much of this data may
exist, it is not readily available to the interested researcher. In
'fhe case of within district variation, this information appears to be
virtually nonexiétent. Although it is useful to note the difference
between expenditures per pupil in Mississippi and in New York, it
‘ would probably be more valusble to know the variance in expenditures
per pupil between two schools within a school district.3 These
indications of gaps in the data base arise out of an cconomist's
approach to the problems of education. If one includes others who
are concerned with the development of the education industry, the
i;formation gap must surely widen. ‘Educators, sociologists, psy-
chologists, legislators, supcrintendents, school boards, tawpayers,
ete., éil have their biases in the types of informétion necessary
for effective dcéision making.

“fThere is a basic problem concerning. the collection and organi-

zation of existing cducation statistics. A significant amount of

_2Conc1usion of an unpublished study done by the Mational Centex
for Higher Education Managuement Systen.
Q 3
[ERJf: NCES is attompting to pather data in this area.

Aruitoxt provided by Eic:



state and district data is compiled by state and local governments, and
‘ private organizations. Much of the data vhich filters to the n.ational
. level has been worked into aggregate form, while (after looking at NCES
publications) other information does not appear te¢ reach the National
Center. Without going through a long and involved process of search, it
appears to be virtually impossible to obtain information cof relationships
;xisting within states and districts. The National Center attempts to

get some local statistical information directly through sampling tech-
niques, i.c., sampling 20 school districts in the twenty largest cities
in the U. S. Such rescarch appears to be a step in the right directien.

Even if the resources devoted to gathering edeation statistics
vere unlimited, increased education data within the existing frene-
work will only enlarge the size of the problem. What is necessary in .

. this area is not so nuch to increase the quantity of data, ‘lo'ut r;theﬁ: .

the quality of the statistical information.

In order to renedy what appears to be statistical chaos[:fe propose
that research be conducted with respect to the possible developrent of
a theorectical framework which will allow for more efficient evgluation,
collection and dissemination of education information. Vhat the
education industry needs is a set of education accounts vhich develop
key.social and econoric indicators of the directions in which the
industry is moving as a wholéi] Prior to the cstablishment of the
National Incomc Accounts for studying the gross national produce, the

organization of empirical data made primary research dealing with the

U. S. cconomy a cumbersome and frustrating task. Much of the nccessary
. data existed but was not organized on the basis of an overall theoretical

o ; . , -
F l(?mcwork. The establishwent of the National Income Accounts by Simon
P



RKuznets provided the necessary organizational structure for statistical
L

informatien providing the basis for consistent ordeviung nf long-run data.
The National Inceme Accounts have taken a vast body of ravw ccononic data
characteristic of a complex industrialized cconoﬁy and have oyrganized
this data in a way which allows the rcscarcﬁer to observe the overall
growth of the cconomy as the outcome of the development of individual
econonic sectors.

Part of the reason why a theoreticii fre :ework has not been formu-

lated for the education industry arises out of the difficulty <f

measuring educational output. Vhat does the education industry produce? i~

There is no doubt that the education industry improves the quality of

the labor force. This improvement is rcflected in the increasing out-
put of the private sector. iowever, from the economic point of view,
how do we isclate the grovth in private sector outpuﬁ attributable to
the education industry?4 Even if we had a precise measure of educa-
tion's contribution te gross naticnal product, those responsible for
producing education will indicate that increasing productivity is but
one of several éoals of the educétign industry. Along with the cogni-
tive goals of the system, there is increasing conﬁern with regpect to
: . :
the identification and achievement of affective goals.

Aﬁy‘seribus attempt to formulate a theoretical framework for the

education industry must first isolate what are the key factors necessary

for evaluating the success or failure of the education system. A first

.

Previous work in this areca has bLeen done by Pecker, Weisbrod and
others. -
[ ]
5 , . -
Research in the measurement of affective as well as copnitive
goals is currently beiug ceonducted by Profescor Mushrin at Cuorpetown

Q niversity thieuph a grant provided by the udLiORdl Center of

[:Rdf:duchlonal Statistics. .
A y
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step would be to ascertain what information those involved in the
cducation scctor would nced in order to identify possible distorticns
in cducation. This would invelve a sampling of cducators, legislators,
superintendents, school boards, ctc., in ordgr to determine the type of
information neacessary for eifective decision waking. It is possitle
that much of this data already exists, but it is also important to
determine the gaps in the aata base as seen by those who are férced to
ma@e decisions based on existing information.

Once the ehucation indicators are identified and developed
within a larger theoretical framework, collection, evaluation and
dissemination of education information is of primary concern. The
collection ¢f ed;cation data should be administered by the National
Center, which should set down specific guidelin. s for the data neces-
sary to complete the educetion: accounts. Basic data would be
gathered at the local level and passed on to the Nationmal Center.

As a result of the theoretical framework, only the most significant
inforgation will be collected, thus increasing the efficiency of the
National Center which is requircé, éf course, to work within. the con;
straints imposed by a limited budget.

| Funds released by no longer collecting and dupliceting unneces-
ary data may be channeled into increasing the responsibility of the
National Center for cvaluation and dissemination of education
information. An iuvaluable service of the federal government has
been Eheir analysis and evaluation of the state of phe econony based
on the naticnal income statistics. Publications such as the Survey

of Current Busincss provide.a useful interpretive data source.

O

Aruitoxt provided by Eic:
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Focusing on epecific aspects »f the national income statistics Jin
various issues of this nublication, over a period of vears, allows
for countinuity and consistency in the presentation and evaluation of
the state of the economy. A possible Natioﬁal Center data source

1t

could be "A Survey of Current Education." After a few years, educa-

tion statistiecs would exhibit a similar degrec of consistency as

national income statistics.

In addition to providing a reliable data source, "A Survey of

Current Education' would enhance the availability of education

‘information. Although this publication would come from the National

Center, several regional information centers could be estzblished
whose primary responsibility will be the dissemination of region

information (aloﬁé vith the collection of data for the National.

Center).

Recognizing the problems involved in interpreting existing
education statistics gathered without a formal theoretical frame-
work, research should first be céncgrned with gutting the educa-
tion a~ccunts in order, followed by a spccific‘proposal dealing
with the operationa: problené of collection, evéluation and dis-

semination of edecation information.

O

RIC .
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V. A PRCPOSEND PROGRAM FOR FULL-COSTING CF HIGHER EDRUCATION

Absﬁract

Full-costing of graduate and undergraduate cducation in conjunc-
tion with a liberal loan policy is recommended. ‘Full—cost price is
raéiohalizcd'iﬁ terms of efficiency, equity, consumer choice and

savings of state tax revenue.

The liberal loan proposal calls for granting of long-term loans
up to 40 years--unsubsidized loans sponsored by parcicipéting state
governnents from their current allbcatgon to higher education. The

. repaymin’ of the leans would be administered ar the Federal lcvei',
through the incowme tax systewn with the income returned to the state.

The benefits of such a proposal will be to reduce the state's
financial commitment to higher education, wﬁile maintaining its
level, to allow lower income, high ability groups to continue their
cducation, and to give private instituticns a much needed financial

boost.




There appears to be a smaller divergence between the social and

© educstion; however, the diffcrence between the private costs and

private benefics in higher cducation than in elementary or sccondary

—~——

social costs for higher education seem significant. Currently, society
pays a large part of the direct costs of higher education while a large
part of the returns accrue directly to the individual in the form of
higher earnings, greater coansumption, enjoyment of leisure, ctc. On
the ophef hard, expenditures on higher cducation are likely to be belcw
the optimal level, because the community within which the educatinn
expenditure takes place would expect some of those vhom they invest in
to migrate the community, therefore losing the benefits of this invest-
1 . : )
nent. -
The student should be willing to bear the full cost of his higher > SR
‘ ' o e
education since it is the student who receives the benefits (consump- ' . i,
tion or income gains) from education. Of course, the benefits do not S S e
accrue to the individual immediately, but rather they accrue over his -
lifetime. Since human financizl capital markets are imperfect, then
it is difficult for students to obtain loans to invest in themselves
since they have no collateral; non-optimality occurs unless sowe
. . o .
financial arrangements can be made. ( ¥e propose wmoney loans tnrough
the states to anyone wishing to pursue higher education, &nd that
(3 . ~ > -
thesc leans be paid back tirough the Yederal income tax systen. |
. -
One obvious advantage of this system would be that it provides the
possitility of greater resources being available to finance clemen-

tary and secondary educatien where there is a greater divergence
.

. between private and social benefits and costs.

Q 1, . . . . Ces
ERIC Weisbrod, "Geopraphic Spillover Effcects and the Allocation of
mmmmm e ol ta Vo b Min Miypea T e Mt Teh b Do gl e STt
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The wajor ebjections to full-cost pricing eof undergraduate and
graduate cdéucation and the extent to which their validity would modify
the proposal must be considered.

The wajor recason given for keeping tuition low has been that theore

q
are LhLClnall ies associated with undergraduate and graduate education”

‘which would not accrue to the soci~ty without the state subsidizing the

cost. These externalities are such things as: helping students find

careers; “mproving citizenship; reducing crime; providing leadership;

subsidizing occupations which pay below wages and salaries in relation

. .

to comparable occupations; improving home care and training of children,

etc.3

As one reviews this, or even the expanded list of externzlities,
: -~
‘ it is difiicult to see how they would differ in terms of what the
external gains which the stardard high school education is alleged to
generateu4 This is not to say these gains do not exist; therc may be

some marginal gains of undergraduate education of the type described

2 . . . L. . .

Because of time constraints, we will limit our discusszion only
to instructional costs, ret to costs which would be attributed to
rescarch and developrent or other activities carried on by a univer-
sity vhich are not related to instruction.

3This is a partial listing from H. Bowen, "Finance and the Ains
of American Higher Education," in Yinzncine Hi"b"r Education, .D.
Orvig, ed. (Iows Citv, lowa: Amcrican College Testing Program, 1971).
Hercafter cited as Fiif. HL arpues against the positvion vaken nhere in o
the szbove article and in '"Tuitions and Student Loans in the Finznce
of Higher Education," U. S. Congress, Joint iconomic Committee, The
Econoixics and Financing of Higher Educaticen in the United States,
91st Congrcss, lst session, 1969. lHercafter cited as JEC,

‘ Thc possible exceplion to this linc of argument is the increase
in cconomic growth penerataed by education, but this increase mzy be
obtained in a mure cfficicnt mauner.  Sae R Bolten, "lhe fcononics

Q d Public Financing of Higher Bducation: an Overview,' in JYC, p.

E l()B for a complute discussion-of the cxternalitics associated with
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which no one, to our knowledge, has attempted to measure or even

5 o
determine if they do occur.” At this juncture, it appears that the

. burden of proof

. in addition, to show that hipher cducation is L]D post efficient way

is on thosc who feel these externalities exist, and

that these social goals can be produccd by the sociecty.

Advantaces of Tull Costing

Currently, many of those rcceiving the b*n@flLS of the education

subsidies can.afford to pay for their education, but attended the

state universities because they are under-priced in comparison with
the private institutions. A recent study found that if tuitions were

lowered at public institutions, relatively more students from the upper

SES (Social Economic Status) than from the lower SES would be attracted

B
~

to these institutions. In other words, the higher income groups sub-  {i*

stitute public for private education when the relative pr:ce is lover,

__;.-.
.

. but the lower income groups are still not in a position to take advan-

tage of this saving.

SM. Orwig, "Summarizing che Issues," in FHE, p. 336. P. Feldman
and S. Hoenaci., "Private Demand for Higher Education,' in JEC, p. 393.
This would Le an interesting area to which to apply benefit-cost analysis,
If it were found that the social gains did outweigh the social costs,
this would lend support to the belief that undergraduate education
should be subsid zed, but only to tihe extent that the private benefits
and costs diverge from the social benciits and costs, The authers {ind
it hard to believe that this differenece is currently reasured by the
level of-subsidy which now takes place at state collegeés and universi-

ties throughout the country. RV
6 ’ \/. <, ‘,.?.‘.
E.g., it has often been adjudged that education will reduce the A
cost of crime to the society. Ribich, Poverty and Diseriminaticn 3. ﬁ\ )
(Broo¥ings Iustitute, 1969), showed that the benefits of erime reduc- :Q: <
tion are negligible compared to the cest involved in achieving this {;7 N
goal throuch cducation, He was dealing with elenencary educatien and oS
the figures were rough and readv, but it points out the prodblem involve Jf _v«\
« with accepted externalities, That is, there are many methods by whlch o

to achieve & particular joal, but until onc knuws how eficctively one
. is reaching a goal through a specific nmeasure, he had betier tread

lightly, Sce H. L. Hansen and B, Weisbrod, "4 New Approach to digher

IducaLlon Finance," in Fili;, p. 132, for an interesting discussion of

[:Rdﬁzs point. . ) '
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It jf a common misconception to assume that students with high
' ability will be able to attend institutions of higher learning with
little or no difficulty because of the low tuition, loans and scholar-
ships. This is simply not the casc. Studies have shown that while
a relatively larger share of the higher ability groups in the lower
SES group attend colleges, the population attending is still very
much lower than those iﬁ Lhe highest income groups with sinmilar
:ahility rankings. A sunmary of some of these findings from the
Project Taiént Data is presented in figure ]”Bwhere for example, the
highest SES in ;he fourth ability quintile (lowest 407 to 20%) still
has a higher probability of attending college than inaividuals in the
highest ability quintile (100% to 80%) in the lowest SES.’ There is
some'evidence to suggest that the reason potential students do not
' ~attend college ig they canmnot afford the cost. In addition to thé
‘ high ability students who do not attend because of moderate income
or the inability to borrow, some students iray be forced to leave
while making satisfactory progress Because of financial difficulty
or may have financial problems wﬁich create an academic sit;ation

that forces them out of the university.

8The graph is adapted from R. Berls, "Ain Exploration of the
Determinates of Effectiveness in Higher Education, in JEC, p.,150,
who took his data from the Project Talent. Yor additional evidence
in the relationship beotween the incidences of college attendance
and income distribution, see C. Jencks, "Social Stratification and
Higher Education,' in FHYy Hansen and Weisbred, "A New Approach,”
and W. L. Hansen and B. %Weisbrod, "ifhe Distribution ¢f Costs and
Direct benefits of Public Higher Education: The Case of Californis,
Journal of Nuwan Resources, Spring, 1969,

9 C c oS :
. For a counterview,'sce H. Bowen, in FHE, p. 160 although he
Q ses not present a strong analytical case and no empirical case,

ERIC
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The argument usually advanced for low tuitions and public
institutions is that the poor-but-able will be e¢nabled to attend is

inconsistent with data on SES and enrollment. Instead the indivi-

duals who benefit from the subsidies to education are precisely those

individuals who could pay the cost, particularly if a liberal loan

system existed. Thus, full-costing of higher education would shift

‘the burden of the cost from those who, through the regressive nature

of .the tax system that finances these institutions (see section B.2.
d.) ts those who receive the primary benefits of this suﬁsidy.

Full costing of education in combination with loan scheme would
promote the existence of much wider range of the schools from which

prople could choose. This would eliminate the dual price system

between private and public schools, with the result that the continued

existence of private schools may be encouraged. In fact, this may

be. critical to their existence since the differential in public and
. - . , . 10
private tuition has been increasing in the last 15 years,
The opening up of a more active competition between the public
and. private institutions of higher education would probably result

in benefits to both groups.

Misallocation of resources is less likely to occur with full = X¥

costing of higher education. The student will not tend to over- 3
invest, by spending more time at the university than is optimal.
The society saves the direct cost of the entire education and the

indircet costs of the lost productivity of the student., Further,

because the students would be paying the full cost of their

0

M. Clurman, "boes Higher Education Necd More Morey," in JEC,
and {f. for a fuller dijcussion of the dual price systen
in cducatiog,
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education, it is very Jikely to create pressure on the schoels to
produce more efficiently.
On the other hand, the amount of the subsidization given to

the university under the present scheme muy be below optimal if

the region expects those whom it educates to migrate from the area.

In fact, this vould explain, in part the rationale for the
distinction between in-state and out-of-state tuiticn at public
colleges a~d universities under the assumption that the in-staters

arc more likely to remain in tne state than out-of-staters after
ic corpletion of their education. This under investment by the
state may tend to counter the student's tendency to over-invest in
his education. fhe precisc outcome is not determinate because we
do not know the magnitudes involved. This is the nature of the
problem of a quasi-public good. Full-cest pricing would eliuinate
this difficulty.

Receipt and Expenditure Structure in Hicher Ecucation

Tuition accounts for approxigatgly 13 to 21 percent of the
incowe of public colleges, depending on whether auxiliary ente%—
prise of the institutions are included. For private institutions,
the comparable figures are 30 to 53 percent. “The bulk of the
remgining funds for public schools are obtained through statc
sources, 40 to SS.pcrcent while private institutions oniy receive
.1 to 2.0 percent from this source. The total sources fronm all

.

governments, excluding organized rescarch, is between 50 to 72

percent for the public institutions as compared with 5 to 8

. . s e ,
Weisbrod; if Weisbrod's thesis is correct, it would argue

O
RJ!:: more national assistance at every level for those states that

Aruntoxt provided by Eric

nave a significant amount of ouft migration.
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‘ percent fov the public institutions as cowmpared with 5 to 8 percent
for the private institutions. 2
- These sources, of course, do not account for:all of tha sources
of funds, but they indicate the nature of the changes which would
take place if the proposed full-cost pricing of college education
would take pl;cc. Because of the diversity of sources of funds
without this ﬁlan, careful consideration should.be given to compet-
itiﬁcldisadvantgges to public institutions under a full-cost plan
ﬁroduccd by endowrent funds, private gifts, and similar items which
would be available to the privatc schools, but not as readily avail~
able to the publiec school. Currently, public institutions receive
3 percent of their income from endowment earnings and gifts wiile
private schools receive from 16 to 24 percent of their income from
these sources,

Current expenditure per student is about $1,477 forvprivate
institutions as compared with $1,161 for the public institutions.
Expenditure per student is higher in private institutions than in
public institutions.]4 In general, the universities spent moré
than 4-year colleges and both spent more than two-year colleges.
Ig‘thc full-cost scheme proposed here, tuition should cover this

cost, plus the studen't share of the capital costs. In addition,

I%R. Bolton, JEC, pp. 16-17. All cstinates are for 1965-1966.

The variation is due to the irnclusion or exclusion of auxiliary
enterprises, such as cafeterias, dormitories, etc., as part of
the income of the institutions.

l"ISolton, p. 17. .

‘l’ 14 . . -
tolton, p. 19. This decs not mern the student in the public
Q@ stitution receives an inferior cducation, bucause there may |

be
[ERJ!:onomics to scale in the public institutions.
P v .
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. this cost. should not be averaped over several institutions say, in
the state as some authors have preposed, but rather should be
*  calculated institution by -institution, or at the very least by the

type of institution; i.e., two-ycar, four-yecar, university.

ERIC
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' THE LOAN PROGRAM '

.urrt-.n@. Loans and Crants

The arpument for loaus rather than grants follows from the previous

arguments. The student who benefits should be the student who pays., If : 7
' toa ’
grants are given, there will be a tendency to over-subscribe to unneeded VJ. .
15 ot et
education by the students receiving the grants, In addition theve is ., _*
'
: & R
. . . g o o 7t
not- the incentive to produce with grants and subsidies that would exist S e
. . P . . . ,j'“; PERE
if they had to finance the full cost of their education, LIt A
. ’ § y '!*..\k
- - 1Y - P
Today, loans-and scholarships are made on a selective basis; the -~
(".t” the
applicant wust usually prove both need and ability in order to secure the LA
) . ) )\" -f‘..’ .
loan or grant, One study found, paradoxically, that leoans and grants tend R,
. . ‘-,L I..
. R L- - ".
not to get to the SES groups who need them wost, that is the lower SES R
A e
: : tpy 10 ‘ oY
groups with very high ability. : v
. -

.‘jxe Propoasl
S PSR S p——

Loans should be made available to anyone desiring them in an amount
to cover the full cost of tuition, books and other ezpenses, plus a porticn
of the opportunity cbsﬁ; that is, the inceme the student forgoes because
he is attending college. The "need criterion" can be avoided by -charging

the current rate of interest on the loans, It is important that the

15 . ‘o
Onc of the authors heard repeated cenplaints wnile at the v

University of lew York that the only tizme the student recciving grants
vould come to the collepe is when he had to pick uvp a cheek, The sane
complaints were heard from instructors in a special prozraz at the Univer-
sity of Oregon, This could be an zrea of investigation which has been
over-loclted, TIn most evaluations of compensatory proprams that ve are
avare of researchers have not examined the relatien betveen grade noint
average &nd attendunce and the lattver variables relatiouship to the
type of financing of the students' education,

161). Segal "'Equity' versus ‘Efficiency' -in Migher Rducation", JEC,
143,

P. .
@

O
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interest not be subsidized by the sovernment, which would tend to cause
.distortions; in the marlet, and raise the objections of subsidization vhich
we discussed carlier., However, the interest charges mav vary over the
terms of the loan, depending on the prevailing wmarket, This would allow
i R 17 .. . . : v
for uniform repavments, This would avoid questions such as the deter-
minat1on of who is an cmnnc1nated wninor, what should be the parents'

“"proper contributions, ete.

. The term of the loans should be long cnough not to imnose an undue

¢

burden'on the ;cndee, e.g., 25 to 35 years'.l8 Obviously, not evervone
receives the same geins from the investment in education, but we do not .
fécl this is a reason for pooling the debt of all thosé who borrow money,
as some pcople have propased.lg There appears to be no cogent reascn
vhy an individual should be penalized for making an abecve average income
.for his e;}ucatinh level by absorbing the risk eof other people's lozns.
(This is not to say that people vho make below the average income level
- for their education should not have their deht subsidized to sowe degree.

See the discussion below,) However, we would suggest that 2 mininun income

be attained by the borrover before the loan must be repaid.

17, . . . i
Recent literature in the arca of index linked interest rates ray
be applied here. See "Index-linted Loans: Part II" Monthly Review,
November 1971, Yederal Reserve Bank of Kansas City,

18 : I
Sve Robert W, Hartian, "lLoans for Students", FII for debt levels
associated with various terms, interest rates, and rew‘yront nlens. The
Carncgie Cowmission has recommended loans up to 30 or 40 years.,

lgE.G., W. Vieckery, "A Proposal for Student Leans,' in S. Mushkin

(ed.), Economics of ilisher Lducation (Washington, D.C.: Department oi FEW,
1962.)
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In ordey to build the fund quicklv and to have those whon the benelits

acerue to carly in their carcers, the loans should be paid back at a rate
which is progressive with incrcases in income. This could be ﬂanﬁlcd
as,say, a ont¢ percent surtax on the current Federal Income Tax,

Although thie loans would be given by the states, the Federal Incorme
Tax should be used to collect the loans. Thié would have the following
advantages: the adwinistrative apparafus is réadily availahle; 2 surtax
insures progressive repavient; with & minimum income level hefo:e repayment
begihs; migration of graduates would not have to concern the states; and
it would mininize ;he problems connected with non-repayment,

All people do not reccive the same incore benefits of eduvcation., For
example, Paul M, Siegelzo has shown that the blacks earn s;gnificantly
lower returns for every cducation leve; than male vhites. This is undoubtedly

due to discrimination. In order to avoild placing an undue burden on an

.individual who earns belew the average return becauce of discriminatien

E
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or other reascns, we suggest that the loan automatically terminate aftar

> d 21 9 . o ", 1"
a given number of years. Some number of vears after 'the avereage
individual would have paid back the loan. For example, if it were expected

.

that the average carnings of the white male would enable hin to pay back

"On the Cost of Being a MNewro,"

]

v, 1965), 41-538, Also, Giorz larnoch,
inse and Schooling.'" The Journal of Buman Pesources,
l]."323n

L&

~d
R
-

|98

Some people mav oblect to this provision having in nind the "nippe!
or the alike who would not ue¢e his education once he received it, but «we

view the nusber of individuals in this catepory as negligible.

O

.
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a loan within 25 years all loans in this catepory might terminate after
22
30 years.
Full~costing of higher education will make the decision as to
vhether or not an individual should invest in educatioq)his ownh,anc  to scne
extent that individual will have to absorb the risk of whether or not

it will pay off., But it seems clear that the student is in a far better

2
position to judge this risk than is some second party who would make :
: )
- : R
the' decision, For the gecond party can easily make judpement errvors. e .
. ﬂ.@ ¥
: . \ s
The two most important ones being either investing in somecone who does t

not succeed or not investing iﬁ someone vho would succeed, In bhoth
céses, the society loses. Either the direct wmoney outlays in the first
case, or unutilized potential in the second.

Loans should be given by the state.. In the standard financial

._marl:ets, ’the potential student would be unable to secure 2 loan for the

reason that the financial institution would not want to bear the risk
thaf (1) the student might earn below average income for his educational
status or (2) he might not repay the loan and the bank cannot take back
the investment item ({.e., educationj to obtain some of its monéy.r The
stu&ent is unable to offer himself as collateral because of the laws
aésinst involuntary sefvifﬁaé. But the primary cempelling reazson that -
‘public loan facilities are advocated is the unigue nature of human capital.

With physical capital, if a profitable opportunity exists for investment,

22, . . . . .- .
; a discuesion of this concept, see A, Danyvére ne Benefits
F¥or a d resion of ti pt, A. Danvére, "The lenefit
sts of Alteraative Federzl Programs of Finencial aid to College
and Costs of Alternative ¥ 1 Prog F 1 1 Colleg
Students, JEC, pp. 581-383. For alternative loan schemes also see R,
Lartman, aad 1, Zacharis, "Fducatienal Opoortunity Throuph Student Loans:
An Appreach to Higher Education Finance", .JHC and A, Danvere., See also
Charles C. Killingsworth, testimeony to the Pnited Staves Senate on -
. ment of Manpowzr, Septecber 20, 1963, Algo, How to Pav for fiyhe

T e
[ B RO

PrAgestiog

Presidential Address to the Leonowic Socicty of Michipun (1%07), ninco,
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ono person may.be turned Jdoun by the hank for a loan to invest in ity
‘owczvor, because the fnvestment i profitable, the investment \;;‘ll_ be

made by someone, 7Tt will not be lost to soclety, This is not true of
“hwsan capital, If a person is unable to secure a léan in hirmseli, this
potential for thc society is lost forever and the socicty ig that
much poorer for its decision.

The funds for the loan program could come frqn the current alloca-

tion made by the state to the public colleges and universities in the state.

Because the tuition would cover the full cost of instruction the colleges

and unchrsities would no longer need this allocation., It is doubtful

whether all the roney currently allocated to tne colleges would have-to

be used for the loan fund., Veisbrod and‘Hanscn estimated that for Wisconsin?

the state would save between 38 and 28 million dollars through such a
‘chcme. 23

- These are oaly the initial gains which would accrue annually,

There would also be the additional gain of funds.returned frem the borrowers

in later years, which in turn could refinance additional generations of

students, This gain could be estimated by examining the rate of return

to education for the potential borrowers.

Effects and Tuplications

The most obvicus eifect of the proposed svstenm would be that it
would frec resources of the state not only initially, but increasingly
throughkeut the vears for uses in other important educational areas, sone

of vhich are indicated in the body of this report,

231-‘»113 , op. cit

FH L., p. 230, Their proposal diffcers from the cne considered
here, but their Jigure can scrve as a puide to the cost of such a propran.
‘huy advocate full-cost pricing with gronts to these that cunnot pay,
o do not consider the effccts on graduate study,
ERIC
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< One wmay expect a shift away from the public institutions to the private

institutions with this change in puliéy as-the.Fe]dman and Hoeumack study
Q“:ints out.zl‘ Howevcr,. this change would be ameliorated by two foxlccs:
yelatively more lower income students wmay begin to attend collepes and
these studeats, for geégrnphic reasons, would tind to enroll in public
institutiohs, and private institutions would noL have the facilities to
handle a rapid change in demand for seats. One‘would expe;t that the long
run effects to be the growth of private institutions relative to public
institutions.

Demand may shift betwcen institutions in different states) however,
this problen could be handled through the admissions office, although
again it way nave long-run implications, The input mix of the student
wﬁuld probably be more heterogeneous after. implementation of the proposed
policy. The most serious effect one must consider bLefore implementing
‘113 plan is thé change in demand for both public and private higher
education, If a significant change is produced in either direction,
particularly for a decrease, allowances should ?e made to alleviate the
strain on the institution during the interim.

Other considerations of such a full—cbst—libe;al loan Dolicy.should
be iﬁyestigatcd before its implementation, Ouestions such as "Should
diiferent areas or subjects be charged differentially because of cost
differences?” "Should lower division students be charged less because the
cost is lower (and incidentally, where the university system generally
determines vho are the poor academic risks)?" '"Should counsclors in high

school be trained to provide information to the students on the returns to

‘higher education?", etec..

2%
‘ O "Sce Felduwan and MHoemack, p. 383-389,
ERIC ’
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Summaxy

The evidence indicates that the initial impact of a plan of full.
cost pricing of hipher education in conjun;tion with a liberal loan progranm
would be to provide a saving to the state., These initial gains would he
expected to grow annually, The additional gain of funds returned from the
borrowers in later years could be used to refinance addit¥onal genevaticus
of students., This gain coﬁld be estimated by examining rates of return to
education for potential borrowers. Such a plan would contribute to an

increase efficiency and the equity of the educational svstem, both

nternally and externally.

[lC
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' o EDUCATLON IN THE FARLY YEARS

‘. Probloms L‘_hc Program Addresses

That resources allocated to students of low socio-econemic status

(SES) in public elementary and secoundary scheols are clearly inferior in

quantity, aquality and diversity has been clearly documented. (See for

exanple James Guthrie, et. al,, Schools and Incoualitv). An arca of even

greater inequality in education and training, howeyer, exists at the pre-
school level, A high and increasing number of middle and upper class
families.send tﬁeir_B—S year old children to pre-schools, vhile almost
none¢ of the low SES families do. Thus, some effort might be made to at
least move in the direction of clesing this gap. Numerous factors may
jJustify such action. Several important considerations are: |

(1) Countless studies show that the early vears are rost important

"n shaping a child's ability and att:;:tu:le tovvard learning.

(2) Some of the current and proposed poverty programs would be
facilitated if mothers were free to work.

(3) Some of the more successful pre-school prograhs for poverty
children have the important by—prodﬁct.of the training of parents,

(4) The scaie of most pre-school programs is generally small
enough to bring about a closer association between parents, teachers and.
children vhich mdy increase the willingress to finance increased educational
effort,

(?) Attempts to achicve complete district equality in elementary
and secondary expenditures may result in a reduction of effort in the
public sector as afflucnt parents suhstituté private expenditures. Hence,
more cquality may be realized by some combination of greater ecouality in

‘xpenditures coinbined with spc:(:.ial progranms to improve the educational
Q

EI{L(}tunity of the disadvantaped.
B
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(6) 7The current surplus of teachers may increase the likelihood that
.-uch  progran will succeed, as well as providing emploviment,

1T. Previous Research and Develeoment in the Preblen Aren

- Although a great deal has beea written on alternative approaches

to nursery and pre-school preograms (sce for example Handhool on Formative

and Summative Evaluations of Student leayrning by Bloom, Hastines, and

Madaus.) very little work has been dene on alternative pre-school programs

for the disadvantaged. '‘he Head Start program represents a unique experiment

in this direction, but more work is certainly reguired in this area.

ITI. Program Description

.A. Goals and Objectives
(1) To create greater educational opportunity,

(2) To experiment with alternative pre-school cducation models for
the disadvantaged.

. (3) To provide better link between some of the parents of the
. disadvantaged and the school systenm,

(4) To examine increased work effort (lahor force participation
chanpes if pre-schools are made available,

E. Definition of the Program
It is proposed that several alternative prp-school nodels
be tested in a particular city or group of cities (or regions) where
there is a specific effort to evaluate alternative Eoncepts of pre-school
education and various input nixes of parents, para professionals, and
learning aids. Furthermore, one or morc of these pre-school uanits should
be carrvied out in the elementary school setting uvhere the follow through

in to kirdergarden and elementary grades is vossible.

O
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CRITICAL RESEARCH NEEDLS

The following are some of the areas that reﬁresent gaps in
the existing literature. We would like to urge N.I.E. £o fund a
large number of Ph.D. dissertations‘and post-doctoral fellowships
in'these‘areas. At a relatively small cost it may be possible to

build - a knowledge base that will make education programs more

effective.

1. Research in the area of learning behavior seems ‘most

needed. Clearly no useful theory on the learning process

. exists.

2. Thé study of the school as a community. The future may

~

require that "instant" communities be developed in the

school setting. Given the rate of change in migration,
this time may not be too far off. Unless this research
is done, the schoel system will not be prepared to per-

Al

form .this function. /

3.  An exawination of the recent and historical voting be-

havior on bond issues could provide important insights.




4. A sgudy of production function in eéucatdon which vtilizes longi-
tudinal data, as well as ouéput measures in both the cegnitive and
affective domain secms particularly promising and rcprésénts a
real "gap" in the literature.

5. A study of the effects of the elinination or changes in tenure
arrangements in public cducation seens particﬁlarly imrortant at
this point.

6. No systematic study definihg education égtput exists., Can this

N

** . 8ap be’ filled?

7. A study wvhich integrates tﬁe contributions of physical and huzan
capital to aggregate economic performance could be useful.

8. Several issues in manpower planning will need soize attenficn;
e.g., occupational advising, surplus of college graduates andj -

| ]

Ph.D.'s in particular fields.

9. A study of the implications of increasing leisure tice on educa-

\
tional curriculum, school attendance, aznd resource allocation in ’/’
education is also in our opinion, a high priority study.

10. Re-exanine the role of the property tax in light of the recent o

California Supreme Court decision. (Thi; is probably béing done
in Washington now.)
11. Overvicw the results from the various performance contracting
\
experiirents as a basis for future policy in this regard.
122 A study of the role of teacher unions in educational spending
and output determination.

13. See attached note on ''Critical Unknovns in Equalizing Resources

to Education: A Research Proposal,

-
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CRITICAL UNKNOWHS IN FOUALIZING RESOURCES TO EDUCATION:
. . A RESEARCH PROPOSAL

. Critical I''ohlems to be Addressed by Research
Upon reviev of the literature on equalization, {(in particular:
1. Schools ard Ineaualitv by Guthric, Kleindorfer, Levin, and
StOhL, 2. Rich .c.ﬁols. Pvnr Scheols by Arthur Wisey; 3. XNational
Education Fipance “ro';cu, and 4, Private Wealth and Public
Educat bv Ceons, Clune, and Sugarxan) we find the followiag

tion
questions unresclved.,  Furthermore, meaningful programs in
achiceving equalization will reaquire some iavestigation cf these
issues, ’

A. VWhat differences in expenditure are consistent with equal educational
’ opportunity?
1. ELconomies of scale
2, Price differentials
3. Environmental factors
4, Socio-econonic hackground of students and district
5. Exceptional students
B. Do not the current federal government programs promote inequality?
(Conflicting views on this siubject exist in the literature: see
‘ Guthrie et, al. and REEP Volune 5, for examples.)
C. VWhat leverage does the Federal government have for achieving
- equalizotion under alternative sgchemes, and what effects will
these alternatives have on educaticnal outcomes? Has the Federal
governnent estzblished priorities for alternative taxation possibil-
ities if the property tax is eliminated as the basis for supporting
educational outlays?

D. Is there any neaningful way to define effort in financing education
at the district level, particularly if the ﬁropertv tex is rmaintzined?

E. 1If cowplete equalization occurs for districts within a2 State, to
what extent should the Federal government egualize expenditures
for education betveen states?

II. The Urgency of Solving These Problems
A. The California Supreme Court decision of August 31, 1971

B. JRunmerous other court cases in various cities and states pertaining
to the constitutionality of present educational financing progracs.

Note: These cases may bring forth a radical chanpe in the very
near [uture, hoth in the financing of education and the
relative dollar cxpundlLure per pupil, Answers to questions

. I.A. through 1.E. will then bhe most needed,

Q



11. (Continued) L .

C. In reference to aquestions related to I.A,, the unegual purchasing
pover of Lhe dollar may be most actue in poverty areas whera there

. is a particular crisis resulting from:
1. The relative educational disadvantage in such areas appears to
: be worse than ever before,
. 2. Eduvcation may be a particularly effective way of alleviating

unewployrent, delinquency, ete, in the Jong run,

D. Difficulties presently czperienced in educational funding, nay
be based upon the regressivity of the current taxation program
and not upon dislike of the actual educational programs,

I1I. Research Strategv: The nature of the complex questions raised above
will require the assenblage of a multi-disciplined teawm. Possible
members would -include a lawyer, an economist, an educational psycholegist,
and a sociologist,

ERIC
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SCHOOL ACE POPULATION AND TOTAL AND PERCENT OF LXNROLLMENT FOR
ELEMEITARY AND SICOLDARY LDUCATLON 1IN THE URITED STATES

o _ (1,000"s)

Year 1930 1950 1668
Total School Age Population 31,417 30,168 51,584
Elementary

Secondary

Total Scliool Age Population

Fnrolled 25,678 25,111 43,891
Elementary . 21,279 19, 387 31,0642

Secondary : 4,399 © 5,725 12,250

Percent of Total Population « _
Inrolled . 81.7% 83.2% 85.1%

Source: Stancard Education Almanac: 1971, editor-in~chief, Alvin Renetzky.
Los Angeles:  Academic Media. Table 1, p. 26.

TABLE 2
. SPECITIC AGE POPULATION AND ENROLLMENT FOR
: ' BIGHER EDUCATION IN THE UNITED STATES
(1,000's)
Year 1930 1950 1868
Population 18-24 : 16,076 o 22,787
Enrollment 2286.5 6228.1
Percent Enroclled 14.2% 30.4%

Source: Standard Education Almanac: 1971, editor-in-chief, Alvin Renctziy.
Los Angeles:  Acedenic Media., Table 87, p. 110,




. AR s -» \ - PR
P PUBLIC HIGH-SCHQOL GRANUATES AS A PERCEXNT OF PUBLLC SCHOOL

NINTIH-CRADERS THREE YEARS PREVIOUS

196263 1968-69°
Low
1. - 87.5 (Cal.) 93.4 (Minn.)
2, 85.5 (Minn.) 91.0 (Hawaii)
U.S. - 72.7 (U.S.) 78.8 (U.s.)
. Nigh — *
’ -, 57.4 (N.M.) 67.4 (N.C.)
2. 56.8 (Ga.) 65.7 (Ga.)

Rankings of the States, 1964, Research Division, MNaticnal Education
Association. Research Report 1964-R1, Table 33, p. 25. ‘

Rankinss of the Stztes, 1970. Research Division, National Education
. Association., Kescarch Report 1970-R1, Table 48, p. 28.
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TABLE 4

TOTAL U.S. ILLITERACY RATES AND SELECTED STATE RATES

Year ' 1900 B 1930 1969
Pertent Illiterate

Uv.S. ~ 11.3 4.8 2.4

" Alaska (Nigh) 40,0 20.5 3.0

Iova (lLow) 2.7 .9 .7

Louisiana (High) 39.6 15.1 6.3

" Nebraska (Low) 2.6 1.3 .9

’ourcc: Standard Fcducaticn Almanac: 1971, editor-in-chief, Alvin Renetzky.
Los Angeles: Academic Media. Table 13, p. 34. :




TABLE 5 ¥

U.S. VOCATIONAL ENROLLMENT
® |
Year 1930 : 1950 1968
Total Number of Students ' 081,882 - 3,364,613 7,533,956

Number of Students in MNon-
Agriculture and Hon- .
lome Economics Training 618,604 1,169,272 4,383,440

- .
Source: Standard Education Almanac: 1971, editor-in-chief, Alvin RenetzXky.

L X3

Los Angeles: Acadeiric Media. Table 42, p. 66.
~

TABLE 6

MANPOWER DEVLLOPHMENT AND TRAINING ACT PROGRAM
--ENROLLMENT, COLPLETIONS AND EMPLOYMERT

.Year 1963 ' 1963
Enrollment Opportunities 59,200 : 229,960
Enrcllrent | 34,100 241,000
Completions 20,100 : - 164,200
Obtained Lrployment 16,100 - 127, 500

A

Source: U.S. Bureau of the Census, Statistical Abstract of the Unitec
. States: 1970, (Ylst edition.) Washington. D. C., 1370. Tavle 204,
p. 133.
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TABLE 8

U.S. EDUCATION INSTRUCTIONAL STAFF ARND PUPIL/STAFF RATIOS

(1,000's)
Year . ' 1930 1950 1968
Total Instructional Staff ° 880 962 2,071
Supervisor . 7 9 29
. Priveipals 31 39 86
Tcachers, Libraerians, ete. . 843 914 1,957
/ Total Enrollment 25,678 25,111 43,891
Staff/Pupil Ratio 1/29.2 1/26.1 1/21.2
Supervisor/Pupil Ratio 1/3668 1/2790 1/1514
.' Frincipal/Pupil Ratio 1/828 1/644 1/510
Teacher/Pupil Ratio 1/30.5 1/27.5 1/22.4

Source: Standard Tducation Almanae: 1971, editor-in-chief, Alvin Renetzky.
Los Angcles: Acadenic Media. Table 8,p. 30; Table 28, p. 55




TABLE 9
(Rankings of the States, 1970)

Pupils per Teacher in Public Elementary and Secondary Schools

Fall 1959’ Fall 1965°
Low
1. . 18.1 (5.D.) 18.2 (S.D.)
2, | ©19.1 (N.D.) 18.8 (Ore.)
u.s. . 25.8 (U.S.) 23.1 (1.§.)
igh .
1. 30.4 (Axk.) 26.5 (Ga., Tenn.)

- 2. 33.7 (Miss.) 27.6 (Utah)

.

..Ran!:ings of the States, 1961, Research Diviesion, National Education Association.
Rescarch Report 1961-11, Table 8, p. 10. )

Rankines of the States, 1970. Research Division, National Fducation Asscciaticn.
Research Report 1970-K1, Table 31, p. 20
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TABLE 11

TOTAL AXND CURRENT LNPENDITURES PER FPUPIL 1IN ADA IN
PUBLIC ELUMENTARY AND SrCCONDARY SCHOOLS
. , U.S. - SELECTED YLAKS
Adjusted Dollars
Unadjusted Dollars (1969-70 Purchasirg Pover)
School Year Jotal Current - Total Current
1929-30 $108 - $87 _ $238 $192
1949-50 259 209 ' - 413 333
1967-68 786 - 658 872 730
. -
1969-70 " 926 783 o 926 783

Source: Standard Education Alrmanac: 1971, editor-in-chief, Alvin Renetzky.

Los Angeles: Academic Media, Table 65, p. 83, _ /
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TOTAL PURLIC LLEME:

ads -

BY LEVEL OF

JIARY AND SLECONDARY
GOVERNHLNT AND TOTAL PER PUPRLL. EXPENDRITULE

o

EDUCATION

EXPENDITURE

(1,000's)
. Year 1930 1850 1968
Total Public Elementary
& Secondary Ixpenditure 2,088,557 5,437,044 31,903,064
Federal 2,475 155,848 2,806,109
State 353,670 2,165,689 12,275,353
MFocal 1,727,553 ,,*45 507 16,821,063
_.thal expenditure per pupils
.in ADA A .
1. Unadjusted $ 108 259 786
2. Adjusted to 1969 $ 238 413 872
Source: Standard Mducaticn Almanac: 1971, editor-in-chief, Alvin Renetzky.
Los Angeles: Academic “edia. Table 2B, p. 55.
TABLE 13

TOTAL PUBLIC NIGHER EDUCATION EXPENDITURE

. (1,000's)
Year 1930 1950 1968
Total Public llighar
Expenditure 507,142 2,245,661 16,565,999
Source: Standérd Lducation Almanac: 1971, editor-in-chief, Alvin Renetzky.

Los Angeles:

Acadoinic

Media. Ta

ble 80, p. 104,

TABLE 14

EDUCATION EXPENDITURE
N EDUCATIGH

TOTAL PURLIC
AND PERCENTAGE S

AND PRIVATE
X2 OF GIP SPEXT

(1,000's)
Year 1930 1950 1968
Total Public & Private
Expenditure 3,234 8,796 54,900
Percent of GNP 3.1% 3.47% 7.0%

1971; editor-in-chief,

Source:  Standayd lducation ,11°nac Alvin Renetzkyv,
Los Angeles: Academic lMedia, Table 21, p. 40.

* -10 -
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TABLE 16. NONRESTDENTIAL PROPIRTY TANES AS A PEhCE&ln(‘ OF
MONLY INCOUME BEYORE TAXIS InN VARIOUS STUDIYS,

INCOME CLASS Unitighggntes Hin;ggzﬁa Hiiggggn KiiS?Ziin
Less than $1,000 3.2% : 4.3%. —° 4,65
$1,000-$2,000 1.8 5.3 3.7% 3.5

2,000-3,000 . 1.6 3.2 2.3 2.8
3, 000-. 4,000 1.5 2.1 1.9 2.4
4,000- 5,000 | 1.4 2.0 1.5 1.8
5,000~ 6,000 — 2.4 — 1.7
5,000- 7,000 — —_— 1.4 —_—
5,000~ 7,500 1.5 —_— — —_—
6,000~ 7,500 —_ 2.4 —_ 1.6
7,000-10, 000 —_— —_— 1.2 —_—
7,500-10, 000 1.8 3.2 —_— 1.6
Over $10,000 —f 5.2 1.7 2.4
_All»classes . 1.7 3.3 1.6 2,0

a. .
Richard A. Musgrave and othurs, "Dletrloutlon of Tax Pavments

by Income Groups: A Case Study for 1948 ' National Tax Jcurnal, %el, 3
(March 1951), p. 37; standard case.
b

O.H. Drovnlee, Estimated Dlstributirn of Minnesota Taxzes anc
Public Expenditure Benerits (Uriversity of llirnesota, J,Ju), computed
from Tables 5, 6 arnd 1; allows for federal tax offcet cnly for ta:mes
paid by corporations.

c,.. : . . . o

Richard A. Muggrave and Darclr V. Daicoff, 'Who Pavs the ichizan
Taxes?" Michipan Tax Study Stalf Papers, llarvey E, Brazer, ed. (lansing,
1958), Table 5, p. 133; vropertv tax burdens after federal tax offsets,

d, . . , . . . -
University of Wisconsin Tax Studyv Committee, ‘tiﬁiiil.s_LEiEE

and local Tax Durden (1n1VLrs:tv of Wiscounsin Schonl of Courmrmerce,
1959), Table 10, p. 583 property tax burdens after federal tax cifsets,

®Computed only for 0-$2,000 bracket.

fComputed only for $7,500-and-over bracket.
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'IM“! ESYIMATED PROPERTY TAXLS PAID ON RENTER-OCCUPLED NONFARM HOUSING, e
' 1959-1960, LY 1WCOME OF RENTERSH

(Dollar amounts in millions) e
Nuiber of . o : oyt Istinasted
. : Renter Fstimated Estimated Mean Estimated ‘.'.'-( "\e
w - . Tiioecriv
Occupied Gross Real Income  Total R:;cL;f eal

> - . ate Res

Units Annual Estate in . Income vetare Taxt

) Rent? Tax® Class® in Class® =777 °=7

(In thousands)

lLess than $2,000 4,523 . $ 2,658. $ 375 $ 977 $§ 4,419 8.49%
$ 2,000-$3,000 2,202 1,534 216 2,503 5,512 3.92
3,000~ 4,000 2,412 . 1,878 249 .3,495 8,430 2.95
4,000~ 5,000 2,460 2.080 273 4,497 11,063 2,47
5,000- 7,000 '3,869 3,621 472 5,935 22,963 2.06
7,000-10, 000 2,493 2,640 359 8,242 20,547 1.75
10, 0UO-15,000 - 1,003 1,210 191 11,753 11,788 1.62
Over $15,000 331 . 467 125 27,999 9,268 1.35
All classesB 19, 294 16,088 2,258 4,871 93,920 2.40

®Rascd largely en data in U.S. Bureau of the Census, Census of llousing: 1960,
"ifpoliten Housing," Final Report HC(2)-1 (1963), Table A-2.

Number of units in each gross rent class times midpoint of gross rent class interval,
times tvelve.

“Total from Appendix Table B-4; it is estinated that $406 millien represented the lan:
tax component, distributed on the basis of rental income in adgusred gross income. The
remzinder equals 10,6 percent of aggregate pross annual rent; this percentage is applied
to each gross rent figure.
dAdjusted gross income on U.S. individual income tax returns in class, divided by
number of taxzable and nontaxable returns, from U.S. Treasury Department, Statistics of
Incone, Individus]l Paturns, 1960. Figures are to nearest dolliar,

¢ . . coa . .
Mean income times total number of renter-occupied housing units,
- .

‘¢al cstate tax divided by aggregate incorme in class

Epetail nay not add to totals because of rounding,

e o = o s oy

The Broollngs TnsLlLute, 1966), P. 52.

-“1’."




TABLE 19

ELASTICITY OF DIMAND FOR PUSLIC ELEMENTARY AND
SECONDARY EDUCATION WITH RESPECT TO GRP

)

GNP EXPENDITURE?
Year (Millions) . _(4illions) . Elasticity3
1939 90,494 1,942
1949 256,484 ' 4,687 .86 (1939-49)
1959 . 483,650 ) 12,329 1.47 (1949-59)
1967 793,544 26,877 1.52 (1959-67)

1 .. : . . .
Standard Fducation Almanac: 1971, editor-in-chief, Alvin Renatzky.
Los Angeles:  academic Media. Table 21, p. 40.

2Standard Education Almanac: 1971, editor-in-chief, Alvin Renetzky.
los Angeles: Academic Medie. Table 62, p. 8. Expenditures
are current expenditures fer public elementary and secondary
schools. ’

3. . . . -

Elasticity equals the percentage change in expenditures divided by
the percentage change in GXP. It is a measure of the responsive-
ness of changes in expenditures to chlianges in GKP.
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TABLE 20 Vs

THE ROLYE OF THE PROPERTY TAX, 1962

Level of CGovernment Property Tax Revenue as a Percentage of
Total Tax General Revenue iotal
Revenue from Own Sources General Rewvenue

All States and local Governmcnts 45.9 ' 37.8 32.7
State Governments ' . 3.1 . 2.7 2.1
Local Governments. ' v 87.7 ‘ 69.0 48.0
Counties . 93.5 74.5 45,7
Municipalities : _ 73.2 55.6 44.2
Townships 93.3 84,3 67.3
School Districts 98.6 86.2 51.0
Special Districts 100.0 31.7 : 25.0

.urce: ¥etzer, Dick, Econonics of the Prowerty Tax, (The Brookings Institution,
19656), ». 9.

- 16 -
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- LSTIMATED ENPERDITURE PER PURIL IN ADA IN PUBLIC ELIMENTARY
ARD SECCHDARY BAY SCLOOLS 190Y~70

‘ ' Expenditure Per Pupil
. Capital Interest on
Total Current Outlav School Debt
u.s. $926 $783 $115 $2
Low . A
- 1. $503 (Ala.) | $438 (Ala.) $50 (Miss.) $ 8 (Miss.)
2. 534 (Miss.) 327 (Neb,) 51 (Ala.) 9 (N.M., Oxla., W.V.)
3. 617 (Okla.ji 534 (Ark.) 54 (Conn., 11 (S.D.)
. . N.C.)
Middle
‘ 1. $920 (Kan.) | $764 (Nev.) $111 (N.J.) $27 (la.)
2. 923 (Fla.} | 793 (Del.) 112 (Ore.) 28 (R.I., Wis.)
3 931 (Wyo.) | 803 (I11.) 113 (Cal., 29 (X.H.)
Ma.)
Bigh : -
1. $1137 (4d.) $963 (N.J.) §217 (Md.) $45 (Minn.) ~
' 2. 1416 (Al.) | 1083 (Al.) 261 (Del.) 47 (Penn. .
® : 1420 (%.Y.) | 1237 (%.Y.) 299 (Al.) 52 (Del., Kev.)
Unweighéed
average
Low 3 states 551 500 : 52 8.7
RHigh 3 states 1324 1094 259 50
Range of Un-
veighted
averages 773 594 207 41
Unweighted
average as
a national
average
low 3 states 59.5 63.9 45 3
JRigh 3 stares 143 140 225 179

Source: Standard Fducation Almanac: 1971, editor-in-chief, Alvin Renctzky.
Los Anpgeles: Acadenic redia,  Table 04, p. 83.
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